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Jacinto Iglesias,
General Manager of Crédito y Caucion,
commented on the report
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As growth is forecast to decelerate,
Spanish survey respondents appear

to be notably more inclined than last
year to sell on credit terms to their B2B
customers domestically and abroad.

In such a challenging trade
environment, sales expansion and the
need to stay competitive particularly on
foreign markets, where trade tensions
are expected to constrain growth,
requires focus on credit

management.
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Spanish survey respondents sell more often
on credit terms than one year ago

Within the frame of slower economic growth and weaker ex-
ternal demand due to global trade tensions, Spanish survey
respondents appear to have undertaken a more liberal trade
credit policy than one year ago. This appears to be an attempt
to increase sales to existing or new customers, as well as to
protect their current B2B sales from competition, particularly
on export markets. This may explain the increased proportion
of credit-based sales in Spain over the past year (56.8% of the
total value of the sales to their B2B customers was made on
credit, up from 43.2% one year ago). This compares to 60.4%
regional average.

Proportion of total B2B sales made
on credit in Spain

60.4 %
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Sample: companies interviewed (active in domestic and foreign markets)
Source: Atradius Payment Practices Barometer — October 2019
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Payment duration in Spain

Payment delay

144

Payment terms
Payment duration
in Spain

48d 62 days
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Payment duration in Western Europe: 51 days
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d = average days
Sample: companies interviewed (active in domestic and foreign markets)
Source: Atradius Payment Practices Barometer — October 2019

Invoice payment terms are almost unchanged
compared to last year

Despite their more liberal trade credit policy, suppliers sur-
veyed in Spain do not appear equally inclined to give their B2B
customers longer to pay invoices than last year. Average pay-
ment terms recorded in Spain stand at 48 days from invoicing
(compared to 47 days last year). Within the current height-
ened insolvency environment, suppliers surveyed in Spain
focus on ensuring that the additional costs to the supplier of
selling more on credit do not outweigh the benefits arising
from doing so. However, the average payment terms seen in
Spain are the third longest observed in Western Europe, after
those recorded in Italy (51 days) and Greece (66 days), and are
notably above the 34 days regional average.

Spanish survey respondents focus on control
of the cost component of credit granting

Prospective customer credit quality assessments made prior
to any trade credit decision appears to be the most often used
credit management technique in Spain (37% of respondents,
compared to 35% in Western Europe). Furthermore, to play
down the higher risks and cost of a more liberal trade credit
policy, suppliers surveyed in Spain seem to offer their cus-
tomers discounts to encourage early settlement of invoices
(28% of respondents) more often than their peers in Western

Europe do (21%). Also the request of secured forms of payment
is far more frequently made by suppliers interviewed in Spain
(26%) than in Western Europe overall (19%).

4 in 5 businesses in Spain said they were
negatively impacted by late payments

Survey findings in Spain reveal that 66.9% of the total value
of the B2B invoices issued by respondents was paid on time,
up from 57.7% one year ago. Due to this improvement, Span-
ish respondents cash in past due payments earlier than last
year (on average within 63 days from invoicing, down from
69 days last year). This is in line with observations for the re-
gion overall, where over the past year payment duration de-
creased on average to 51 days down, from 57 days last year.
Despite the above-mentioned improvement, however, survey
findings reveal that an average of 28.7% of the invoices issued
by Spanish survey respondents remained outstanding past
the due date, and 88% of respondents (versus 85% in Western
Europe) were negatively impacted by late payments.

Receivables written off as uncollectable
increased significantly over the past year

To manage liquidity constraints arising from late payments,
far more suppliers surveyed in Spain (33%) than in Western
Europe (26%) needed to take specific measures to correct cash
shortfalls. Similarly, notably more respondents in Spain (31%)
than in Western Europe (20%) reported to have defaulted on
payment of invoices over the past year. Over the same peri-
od, there was also a significant increase in the proportion of
write-offs of uncollectable accounts, currently averaging 2.4%
of the total value of B2B receivables (up from 1.5% last year).
This compares to a 2.2% average for Western Europe. This
finding highlights lower efficiency in collection of overdue ac-
counts in Spain, negatively impacting business profitability.

0 Atradius - Key Findings

28.7%

of the invoices issued by
Spanish survey respondents
remained outstanding past
the due date

Atradius Payment Practices Barometer — October 2019
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Nearly one third of respondents expect DSO
to increase over the coming months

51% of Spanish survey respondents (compared to 55% in West-
ern Europe) believe their B2B customers’ payment practices
will stay the same over the coming months. In contrast, Span-
ish respondents expecting B2B customers’ payment practic-
es to improve over the same period are far more (29%) than
those expecting a deterioration (21%). However, almost one
third of these latter expressed concern over a higher amount
of days sales outstanding (DSO) due to an increase in long-
term outstanding receivables. In order to protect the profita-
bility of their businesses, 33% of Spanish survey respondents
will more often perform dunning activities (sending custom-
ers outstanding invoice reminders), and nearly 20% will begin
offering customers discounts for early settlement of invoices.
For 30% of respondents in Spain, access to bank finance will
either remain unchanged or become more difficult over the
coming months. In this case, far more survey respondents in
Spain (54%) than in Western Europe (27%) will react by cutting
operational costs. 30% of respondents report they will have to
delay business investment.
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Jacinto Iglesias,
General Manager of Crédito y Caucion,
commented on the report
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We are aware that Spanish businesses
strive to stay competitive and grow,
while at the same needing to protect
themselves against payment default
risks. Therefore, we offer them the most
valuable credit management solutions
to compete more effectively in the
current global trade environment and
protect their liquidity position. 29
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Overview of payment practices in Spain

By business sector

B2B customers in the Spanish machines
sector are given the longest payment terms

Spanish survey respondents from the machines sector ex-
tended the longest payment terms to their B2B customers
(averaging 62 days from invoicing). Average payment terms
across the other sectors surveyed in Spain range from a high
of 59 days in the metals sector, to a low of 37 days in the trans-
port sector.

Payment practices in the Spanish chemicals
sector deteriorated notably over the past year

Over the past year, trade credit risk in Spain has notably wors-
ened in the machines sector, where 35% of the total value of
invoices remained unpaid at the due date. However, the great-
est deterioration in customers’ payment speed was observed
in the chemicals sector, where the proportion of on time pay-
ments decreased to 66.4% of the total value of B2B invoices
from 74.5% last year. Based on survey findings, Spanish sur-
vey respondents from the ICT/electronics sector are the slow-
est in cashing in past due payments (on average 73 days from
invoicing up from 55 days last year).

of survey respondents in

Spain believe that access to
bank finance will either
remain unchanged or become
more difficult over the
coming months

Atradius Payment Practices Barometer — October 2019

Proportion of receivables written off as
uncollectable is highest in the metals sector

The transport sector in Spain recorded the highest proportion
of B2B receivables written off as uncollectable (3.4% up from
1.3% last year). The construction sector follows with 3.1% (up
from 2.2% one year ago). At the lower end of the scale, the met-
als sector recorded an average of 1.9% of receivables written
off as uncollectable (up from 1.5% last year).
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Overview of payment practices in Spain

By business size

SMESs and large enterprises grant the longest
average payment terms for B2B customers

Respondents from both SMEs and large enterprises in Spain
extended the longest payment terms to B2B customers, aver-
aging 52 days from invoicing. The shortest average payment
terms, in contrast, were offered to B2B customers from micro
enterprises (averaging 42 days from the invoice date).

Spanish micro enterprises are the swiftest to
cash in overdue invoices

Payment habits of B2B customers of Spanish micro enter-
prises improved notably over the past year. The proportion
of paid on time invoices increased to 77% from 60% one year
ago. Due to this improvement, Spanish micro enterprises are
currently the swiftest to collect payment of past due invoices
(on average with 52 days from invoicing down from 60 last
year). Despite this, an average of 20% of the total value of B2B
invoices issued by micro enterprises remained outstanding
past the due date. In contrast, both SMEs and large enterprises
record an average 33% of past due invoices. SMEs cash in past
due payments earlier than one year ago (on average after 68
days from invoicing down from 73 last year). This is also the
case for large enterprises, where invoice-to-cash turnaround
improved to 70 days from 79 last year).

SMEs in Spain recorded the highest rate of
uncollectable receivables

Spanish SMEs appear comparatively less efficient than large
and micro enterprises when it comes to collecting overdue
payments, with 2.9% of B2B invoices written off as uncollect-
able (up from 1.6% last year). The average for large enterprises
is 2.7% (up from 2.3% last year) and for micro enterprises is
1.4%, up from 1% last year.
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Uncollectable B2B receivables
in Spain
(% of total value of B2B receivables)
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Credit sales

28.7%
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Sample: companies interviewed (active in domestic and foreign markets)
Source: Atradius Payment Practices Barometer — October 2019
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Survey design for Western Europe

Survey objectives Sample overview - Total interviews = 2.770

Atradius conducts annual reviews of international corporate
payment practices through a survey called the ‘Atradius Pay-- Country n %
ment Practices Barometer'. In this report focusing on Western
Europe, which is part of the 2019 edition of the Atradius Pay-
ment Practices Barometer, companies from thirteen countries
(Austria, Belgium, Denmark, France, Germany, Great Britain, Denmark 200 7.2%
Greece, Ireland, Italy, Spain, Sweden, Switzerland and the

Austria 221 8.0%
Belgium 216 7.8%

France 209 7.6%
Netherlands) have been surveyed. Due to a change in research
. Germany 210 7.6%
methodology for this survey, for some of the current results,
no year-on-year comparison is feasible. Great Britain 223 8.0%
. ) . Greece 200 7.2%
Using a questionnaire, Conclusr Research conducted a net of land 204 2
2.770 interviews. All interviews were conducted exclusively Irelan 7.3%
for Atradius, without any combination of topics. Italy 225 8.1%
Spain 229 8.3%
Sweden 214 7.7%
Survey scope
Switzerland 209 7.7%
- . . . . .
Basic populat%on. companies from thirteen countries The Netherlands 210 7 6%
(Austria, Belgium, Denmark, France, Germany, Great
Britain, Greece, Ireland, Italy, Spain, Sweden, Switzerland Industry n %
and the Netherlands) werg monitored. The appropriate Manufacturing 945 34.1%
contacts for accounts receivable management were S R S B
. . olesale trade/ retall trade 0
interviewed. Distribution 1,526 55.1%
- . ~ ) .
Selection process - Internet survey..compan.les were Services 299 e
selected and contacted by use of an international Internet
panel. A screening for the appropriate contact and for Business size n %
guota f:ontrol was conducted at the beginning of the Micro enterprises 936 3360
interview.
. . . SME (Small/Medium enterprises) 946 34.8%
m Sample: N=2.770 people were interviewed in total - £
(approximately n=200 people per country). In each Large enterprises 945 31.4%

country, a quota was maintained according to three
classes of company size.

It may occur that the results are a percent more or less than 100%. This is

® Interview: Web-assisted personal interviews (WAPI) of the consequence of rounding off the results. Rather than adjusting the
approximately 15 minutes duration. Interview period: outcome so that it totalled 100%, we have chosen to leave the individual
Q3 of 2019. results as they were to allow for the most accurate representation possible.
Disclaimer

This report is provided for information purposes only and is not intended as a recommendation or advice as to particular transactions, investments or strategies
in any way 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, accu-
racy, 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.
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Statistical appendix

Find detailed charts and figures in the Statistical
Appendix for Western Europe. This is part of the October
2019 Payment Practices Barometer of Atradius, available
at www.atradius/com/publications

Download in PDF format (English only).

Copyright Atradius N.V. 2019

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 Spain and worldwide, please see the Inter-
national Debt Collections Handbook by Atradius Collections (free download after registration), available on
www.atradiuscollections.com

Connect with Atradius on Social Media
You
Tube
On Twitter? Follow @Atradius or search #atradiusppb
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Atradius N.V.
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