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Summary

=  Corporate insolvencies in advanced economies are expected to grow 2.4% in 2020, a pronounced
acceleration from the 1.4% increase recorded in 2019, largely resulting from the coronavirus outbreak

=  Asia-Pacific is facing the highest regional insolvency growth (+4.2%), mainly due to the lower Chinese
demand and regional supply chain disruptions associated with the coronavirus

= The UK stands out again in Europe, facing the highest annual increase in insolvencies (+7%) due to the
lingering uncertainty over future trade relations with the EU

Corporate insolvencies in advanced economies are
forecast to increase 2.4% in 2020, continuing the
upward trend in insolvencies recorded in 2019 for
the first time in a decade. This acceleration is in
contrast to the expected year-on-year moderation
in insolvency growth that we forecast in Q4 in
2019. That forecast was based on an easing of the
upward pressure from trade uncertainty given
progress in US-China trade talks and the bottoming
out of the global manufacturing rut. The forecast
acceleration also stems from lower-than-expected
insolvency growth in 2019 (+1.4%) following
resilience in Germany's corporate sector and a
more moderate rise in the US in Q4 as sentiment
improved.

The outbreak of the coronavirus though is
compounding the challenges to global trade and
manufacturing, by weakening Chinese imports and
tourism and causing disruption to global supply
chains. The already-struggling global automotive
sector is the most vulnerable industry to these
disruptions. The mounting challenges have caused

a downward revision of GDP growth forecasts
around the world, especially in Asia, but also in
Europe while less so North America. We evaluate
that this downward revision in GDP growth
translates into a worse insolvency outlook than the
one from last quarter.

1Insolvencies rising further in 2020

Global insolvency growth, regional contributions

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019f 2020f

= Western Europe North America Asia-Pacific ~===Global
Source: Atradius

Atradius Economic Research 1



Negative global trade environment creating
headwinds for European businesses

It is estimated that the number of Western
European businesses going bankrupt will rise 2.1%
in 2020, up from a 0.2% decrease in 2019. Global
uncertainties and protectionist trade policies have
been key drivers of the upswing. These factors are
compounded by the coronavirus, which together
pose a negative risk to financial stability and
corporate solvency in 2020.

The United Kingdom is facing another year-on-
year 7% increase in corporate failures, the highest
rate in Western Europe. The Conservative Party’s
landslide election victory in December 2019 and
the following orderly departure from the EU in
January 2020 have reduced short-term
uncertainty but there are still significant hurdles
for businesses in 2020. The economy stagnated in
Q4 of 2019 and companies are facing subdued
domestic and external demand. Uncertainty will
increase, especially later this year as the exit from
the customs union approaches. Business sentiment
is set to decline in the face of rising trade barriers
and the prolongation of uncertainty under trade
negotiations with the EU will keep business
investment pent up, especially weighing on SMEs
down the supply chain.

Sweden and Denmark are also contributing to the
region’s upward trend. In Sweden, insolvencies are
forecast to increase 3% in 2020 as a result of
persistent low GDP growth (1%). This weakness in
is due to low external demand, an only modest
recovery after the recent housing market
downturn and signs of a loosening labour market.
Insolvency statistics in Denmark display
significant volatility due to statistical revisions and
the relationship with economic performance is
sometimes weaker than in other countries. With
this in mind, we forecast insolvencies to increase
3%. Economic growth is slowing in 2020.
Moreover, supply chain disruptions and weaker
global trade caused by the coronavirus outbreak
represent headwinds for Denmark’s exporters and
importers early this year.

In Switzerland 2019 marked a turning point for
insolvencies after years of increases following the
scrapping of the Swiss franc’s (CHF) ceiling against
the euro. This positive momentum is likely to
continue in 2020 with GDP growth accelerating
between 0.3 and 0.5 percentage points higher than
in 2019 as international sporting events boost
service exports. Growth is also underpinned by
continued strong performance of the labour
market. Downside risks - especially external
demand and capacity constraints - continue to
surround the Swiss economy. Global trade

uncertainty has increased demand for the Swiss
franc, a safe haven currency. CHF appreciation
particularly challenges the hospitality sector,
which is facing the second highest insolvency
number after construction. Swiss exporters are
also negatively affected, as exports comprise two-
thirds of Swiss GDP.

GDP growth in the eurozone is expected to weaken
to 0.8% in 2020, compared to 1.2% in 2019. This
slowdown reflects the prevailing weakness in
manufacturing combined with the impact of the
coronavirus on supply chains across the world.
According to the Q4 2019 ECB bank lending survey,
credit standards for loans to businesses remained
largely unchanged. With economic growth
subdued and inflation expectations muted, the ECB
will keep interest rates at their current historically
low levels with an eye to further cuts if needed.
Credit standards are therefore likely to remain
accommodative, containing aggregate insolvency
growth to 1.1%.

In Germany, the manufacturing sector is showing
signs of stabilisation, but weak external demand
and elevated uncertainty continue to take their toll
on German industry. Domestic demand remains
solid, supported by a healthy labour market and
expansionary fiscal policy. However, growth is
expected to remain weak in 2020 as the
international trade slowdown remains a headwind
for German exporters. US-China trade tensions
continue to weigh on prospects of the German
automotive sector. While German business failures
are expected to increase only 1% in 2020, this
increase marks a turning point after a decade of
declining annual insolvencies.

As small, open economies, Belgium and the
Netherlands face moderating growth in 2020,
caused by headwinds from weak global trade and
high levels of uncertainty. External headwinds are
weighing on exports and business investment,
despite supportive financing conditions. However,
domestic demand remains robust, driven by a
tighter labour market and accelerating wage
growth. In Belgium, however, monthly
employment growth is now showing signs of
slowing, as firms turn more cautious on hiring.

After several years of annual decreases, 2019
marked a turning point for insolvency growth in
both the Netherlands and Belgium. Dutch
insolvencies rose by 3.5% in 2019, likely followed
by another 3% increase this year. Belgian
bankruptcies rose by 7.3% in 2019, partly because
of a revision of bankruptcy law. This year is likely
to bring another rise of 3% in Belgian insolvencies
as economic growth slows.
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2 Insolvency outlook 2019

Insolvency growth forecasts 2019, % y-o-y
Belgium
United Kingdom
Denmark
Luxembourg
Netherlands
Australia
Spain
Norway
Canada
United States
Finland
Sweden
Japan
Austria
Switzerland
Italy
Germany
France
Portugal
Greece
New Zealand

Ireland-25.0

-30  -20 -10 0 10 20
Source: Atradius

The UK is a major trading partner for the
Netherlands and Belgium. While the chance of a
no-deal Brexit has reduced after the withdrawal
agreement between the UK and the EU, it is not
completely off the table - posing a downside risk
particularly for the machinery and chemicals
sectors.

In France, weaker external demand is expected to
weigh on economic activity as well, further
compounded by the outbreak of the coronavirus.
The outlook is more optimistic regarding domestic
demand, as household purchasing power will
continue to benefit from fiscal support, low
inflation and rising wages. Employment growth is
likely to moderate, but remain robust, notably in
the private sector, keeping the unemployment rate
on a downward trend. Although investment is set
to cool down, it should remain more dynamic than
economic activity in general. The number of
insolvencies is still forecast to increase 2% in 2020
on lower economic activity, following a 4.0%
decline in 2019.

Domestic demand will remain the main driver of
growth in Spain, however that growth will be at a
slower pace than in recent years, with moderating
employment growth weighing on consumption
and heightened uncertainty hindering investment.
Growth is expected to cool in 2020 following
several years of robust recovery. Business failures
are expected to increase 2% in 2020, after they rose
3% in 2019. While the level of insolvencies remains

3 Insolvency outlook 2020
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five times higher than before the crisis, it is no
longer on a declining trend. The Spanish economy
has reached a new normal when it comes to
bankruptcies, and a further decline is no longer
self-evident.

The Portuguese economy has seen a swift recovery
in recent years, translating into a declining
insolvency level. A 3% decline in insolvencies is
expected in 2020, following a 7.7% decline in 2019.

In Italy, we forecast a stagnation of business
failures in 2020 as the economy is coming to a
standstill. GDP contracted 0.3% g-o-q in Q4 of 2019,
the worst performance since early 2013, mainly
due to subdued domestic demand. The most recent
indicators suggest that the stagnation in industry is
not over yet, and the sudden outbreak of
coronavirus in the country spells further
challenges for business activity — disrupting travel
and supply chains, diminishing consumer and
business sentiment, and declining tourist inflows.
The insolvency outlook is subject to high political
uncertainty, as tensions rise within the fragile
governing coalition and may further increase
between the Italian government and the European
Commission, potentially weighing on sentiment
and financing conditions for the private sector.

Ireland experienced a sharp 25% decline in
business failures in 2019, the third year in a row of
double-digit decreases fuelled by strong domestic
demand, bringing the number of annual
insolvencies closer to its pre-crisis level. The
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outlook for 2020 is weaker and we expect to see a
bottoming out of the downward trend during the
year, but given base effects from 2019, we still
forecast a 5% decline. GDP growth is likely to
recede to lower territory in 2020 as demand from
key export markets (UK and US) is declining, while
the domestic economy faces increasing capacity
constraints and lower government spending. The
downside risk of a no-deal Brexit has diminished,
providing a stimulus for consumer confidence but
domestic political uncertainty has increased
following inconclusive elections in February 2020.
The coronavirus outbreak poses a downside risk to
Irish businesses as a small, open economy,
especially for its tech sector, which is dependent on
Asian supply chains.

North America: business failures still rising
but at a slowing pace

The upward trend in US business insolvencies
appears to have peaked in Q3 of 2019, bringing full
year growth to 2.5%. We expect this upward trend
to gradually moderate, bringing 2020 insolvency
growth to 2%. Corporate bankruptcy filings have
increased in the agricultural sector, which was
particularly targeted by Chinese tariffs. The retail
sector is grappling with higher import costs as a
result of the trade war, as well as higher labour
costs and high price competition. While still
challenging, the business environment is more
benign than last year given the tentative progress
in trade talks with Beijing. General uncertainty
should be further mitigated by the end to the
impeachment trial and the upcoming elections
which will most likely deter major changes in
policymaking. The dovish stance of the Federal
Reserve is further cushioning the business
environment, but weaker domestic energy activity
due to low oil prices and a strong USD will continue
to strain business investment.

Canadian business failures are following a similar
trend as in the US. After spiking in mid-2019, the
annual increase in insolvencies moderated to 2.6%
for the full year. We expect this to moderate further
to 2% in 2020 as the economy bottoms out. Lower
oil investment, weak consumer spending and high
uncertainty will continue to weigh on business
activity. But the Bank of Canada is likely to cut
interest rates another 50 basis points and
uncertainty should ease, both helping the business
environment. As Canada depends on the US for

trade, the new USMCA agreement should alleviate
uncertainty for businesses, following its expected

ratification by Canada. Relations with its southern
neighbour will likely remain strained though.

Asia-Pacific: spill-overs from China increase
rate of insolvency growth

Compared to other regions, Asia-Pacific faces the
highest increase in insolvencies in 2020 (+4.2%), in
part due to its close ties to China. The coronavirus
outbreak will strain the recovery in the ICT sector,
which is a major Asian supply chain. Japan, a key
manufacturer of high-tech components for this
chain, is facing a 5% rise in insolvencies this year.
Supply chain disruptions and lower Chinese
demand for imports will stifle the nascent recovery
in Japan’s ICT sector, boding ill for Japan's fragile
economy. On top of sluggish exports, the
consumption tax hike, labour shortages, and a
series of natural disasters caused the economy to
contract 1.6% q-o-q in Q4 of 2019 (6.3% annualised)
and marked the first year of increasing corporate
bankruptcies (+1.8%) in 11 years. The economic
challenges are expected to continue to constrain
GDP growth this year, halving economic growth to
0.5%. Retail and transportation are especially hard
hit by the consumption tax increase and corporate
solvency will be further challenged by reduced
Chinese tourism.

Australia’s economic outlook is also negatively
affected by the coronavirus outbreak. The
downturn in East Asia is expected to adversely
affect the export services sector in Q1 of 2020
through a lower turnover in tourism. Moreover,
negative spill-over effects on other sectors are
likely to persist this year due to lower demand
from Chinese consumers. The coronavirus has also
affected commodity prices through lower Chinese
demand, which have already been under pressure
due to the lower global industrial activity. Overall,
we believe that a continuation of a modest GDP
growth will keep insolvencies increasing at 2% in
2020.
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Table 1 Total insolvencies - annual percentage change
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019f  2020f

Australia 3 21 4 2 9 1 2 -19 16 -16 -8 3 3 2
Austria -6 0 9 -8 -8 3 -10 -1 -5 1 -3 2 1 3
Belgium 1 10 1 2 7 4 1 -9 -9 -6 9 -1 7 3
Canada 10 2 -41 -1 13 -1 2 2 -1 -7 -6 -1 3 2
Denmark 21 54 -10 -3 22 4 -15 21 15 18 -4 7 6 3
Finland -1 16 25 -13 3 0 6 -5 -14 -6 -10 17 2 3
France 7 7 14 -5 -1 3 3 0 0 -8 -6 -1 -4 2
Germany -15 0 12 2 -6 -6 -8 -7 -4 -7 -7 -4 -3 1
Greece -3 -35 68 -35 -4 19 31 -16 -43 -43 14 -32 -8 -6
Ireland 19 113 82 8 7 3 -19 -15 -10 -2 -15 -13 -25 -5
Italy -41 22 25 20 8 3 13 11 -6 -9 -11 -7 2 0
Japan 6 1 -1 -14 -4 5 -10 -10 -8 -6 0 2

Luxembourg 0 19 17 32 8 8 1 -19 3 13 -5 29 4 -3
Netherlands -13 -14 53 -9 0 19 10 -22 24 -19 22 -9 4

New Zealand 5 35 45 -5 -12 7 -13 -7 4 3 22 7 -18 0
Norway -6 41 47 -17 0 -13 18 6 -3 -1 4 12 3 1
Portugal 12 39 28 21 -5 46 1 -13 12 -6 -16 -4 -8 -3
Spain 18 188 88 -4 15 32 10 -27 21 -9 10 1 3 2
Sweden -5 7 20 -4 -4 7 4 -6 -1 -5 6 13 2 3
Switzerland 0 -7 24 20 6 3 -5 -10 4 7 3 3 -1 -1
United Kingdom -11 35 14 -18 4 -4 -9 -8 -10 1 -1 10 7 7
United States 42 52 41 -7 -15 -16 -17 -19 -8 -2 -4 -4 3 2

Sources: Atradius, Macrobond, national sources

Table 2 Total insolvencies - index, 2007 =100
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018  2019f  2020f

Australia 100 121 125 128 139 141 144 117 135 113 104 107 111 113
Austria 100 100 110 101 93 9% 87 86 82 83 81 79 80 82
Belgium 100 110 123 125 133 138 153 140 127 119 130 129 138 142
Canada 100 98 58 51 58 51 51 50 49 46 43 43 44 45
Denmark 100 154 139 134 105 109 93 73 84 98 95 101 108 111
Finland 100 116 145 127 131 131 139 132 114 107 9% 112 115 119
France 100 107 123 117 115 118 122 121 122 112 106 105 101 103
Germany 100 100 112 110 103 97 89 83 79 74 69 66 64 65
Greece 100 65 109 71 68 81 106 89 51 29 33 23 21 20
Ireland 100 213 387 420 451 464 376 321 289 284 241 209 156 149
Italy 100 122 152 182 197 203 229 254 239 219 195 181 178 178
Japan 100 111 110 95 90 86 77 69 64 60 60 58 59 62
Luxembourg 100 119 139 183 197 213 215 175 180 204 194 251 261 253
Netherlands 100 86 132 119 120 143 157 122 R 75 58 53 55 57
New Zealand 100 65 95 89 79 73 64 59 61 63 49 46 38 38
Norway 100 141 207 171 172 150 176 186 180 179 187 211 217 219
Portugal 100 139 179 216 205 300 303 262 294 277 233 224 207 201
Spain 100 288 540 520 598 791 866 635 501 458 502 558 575 587
Sweden 100 107 128 123 118 126 130 122 108 103 109 124 126 130
Switzerland 100 93 115 138 147 151 143 130 135 144 148 152 151 149
United Kingdom 100 135 153 125 130 124 113 104 93 94 93 103 110 117
United States 100 152 215 199 169 142 118 95 88 85 82 79 81 82

Sources: Atradius, Macrobond, national sources
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If you've found this economic update useful, why not visit our website www.atradius.com,
where you’ll find many more Atradius publications focusing on the global economy,
including country reports, industry analysis, advice on credit management and

essays on current business issues.

Connect with Atradius
on social media
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Disclaimer

This report is provided for information purposes only and is not intended as investment advice, legal advice or as a
recommendation as to particular transactions, investments or strategies 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, 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 loss of
opportunity, loss of profit, loss of production, loss of business or indirect losses, special or similar damages of any kind, even if
advised of the possibility of such losses or damages.

Copyright Atradius N.V. 2020

Atradius N.V.

David Ricardostraat 1 - 1066 JS Amsterdam
Postbus 8982 - 1006 JD Amsterdam

The Netherlands

Phone: +31 20 553 9111

info@atradius.com
www.atradius.com




