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Poor payment behaviour, a lack of information about
the business or payment performance of customers,
and economic and political risks have led to a reduc-
tion in the proportion of B2B sales in the Asia Pacific

' regipn being made on credit terms. However, the fre-
~ gquency of late payments seems to have declined as has

ion of overdue B2B invoices. Still, the im-
pact of late payments cannot be denied and it is tak-
ing businesses in the region more time to convert B2B
invoices into cash. While 2018 brought small changes
in the average proportion of uncollectable B2B receiv-
ables, some things remain the same - the main reason
for writing off B2B receivables as uncollectable is the
customer going bankrupt or out of business.
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Trading on credit - still an important
aspect of doing business

With the exception of Australia and Singapore the use of trade
credit in B2B transactions in the Asia Pacific countries surveyed
is lower in 2018 than it was in 2017. As a result, the proportion
of B2B credit sales in the region decreased from an average of
45.9% in 2017 to 43.6% in 2018. This marks the third consecu-
tive of decline. This was mainly due to an almost five percentage
point decrease in transactions on credit with foreign B2B cus-
tomers. By country, respondents in Japan (with an average of
49.1% of B2B sales on credit terms) seem to be the most inclined
to offer credit terms; respondents in China are the least inclined
(on average, 39.8% of B2B sales on credit terms).

Proportion of total B2B sales
made on credit (avg. %)

2017
Asia Pacific 436 % | 45.9%
Australia | 43.8%
China | 40.7%
Hong Kong | 50.3%
Japan | 53.7%
India | 44.4%
Indonesia | 451%
Taiwan | 46.4%
Singapore | 44.5%

Sample: companies interviewed (active in domestic and foreign markets)
Source: Atradius Payment Practices Barometer — May 2018
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Granting trade credit to build trust but
not always the best practice

Respondents in Asia Pacific are more likely to sell on credit terms
to their domestic B2B customers than to their foreign B2B cus-
tomers. Domestic credit terms seem to be granted mainly to
facilitate business and local expansion, because credit sales are
common practice and because respondents feel that this pay-
ment method is more convenient. There is also a shared belief
that selling on credit domestically builds trust, supports trading
relationships and helps attract new customers. These reasons
point to important benefits for trading on credit, so why would
respondents in the region refuse to grant credit terms? 35.8% of
respondents said that this is due to the poor payment behaviour
of their domestic B2B customers and 34.6% that it's a decision
based on the lack of information on their customers’ business or
payment performance.

» We are granting trade credit to our
domestic B2B customers mainly
because we would like to maintain
collaboration and this helps cash
flow for both businesses.«

Survey respondent - Construction sector

Businesses in Asia Pacific seem to grant trade credit to foreign
B2B customers mainly because of the same reasons, common
practice, convenience, to build trust and relationships and to at-
tract new customers. There are, however, different explanations
for refusing credit sales. More specifically, 45.5% of respondents
in Asia Pacific said that they refuse to grant credit terms to their
B2B customers abroad because there’s a high economic or po-
litical risk in the customers’ country, 38.8% due to high currency
risk and 32.8% because they lack information on their custom-
ers’ business or payment performance.

» Trading on credit is a way
to build trust.«

Survey respondent - Food sector
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Late payment - still the norm

In Asia Pacific, the frequency of late payment has declined from
an average of 89.2% in 2017 to 87.9% this year. This improve-
ment occurred because respondents from all countries surveyed
in the region — with the exception of Indonesia and India - report-
ed payment delays less frequently than one year ago. Similarly
to what has been observed in previous surveys, late payments
seemed to occur almost as frequently with domestic and foreign
B2B customers.

The proportion of overdue B2B invoices in Asia Pacific declined
from an average of 45.4% in 2017 to 44.5% this year. Marked de-
creases in the proportion of past due B2B invoices in Australia,
Singapore and Taiwan contributed to the regional decrease. The
average proportion of foreign past due B2B invoices was higher
than that of domestic past due B2B invoices.

In 2018, the average Days Sales Outstanding (DSO) figure re-
corded in Asia Pacific is 40 days, showing no changes from last
year. Similarly to 2017, the majority of respondents in the region
(50.3%) do not expect to see any changes in their company’s
DSO figure and 22.2% expect a slight increase over the coming
12 months.

Past due B2B receivables in Asia Pacific
(avg. %)

70

45Y%
43% !

4400 4500 40

domestic

2014 2015 2016 2017 2018

Sample: companies interviewed (active in domestic and foreign markets)
Source: Atradius Payment Practices Barometer — May 2018

The Asia Pacific countries most
impacted by late payment

In 2018, the average frequency of late payment was highest
in Indonesia, Singapore and India (91.0%, 91.1% and 94.7% re-
spectively). In contrast, and despite a minor increase observed
in 2018, Japan remains the country with the lowest frequency
of payment delays (on average, 70.2% of respondents reported
payment delays).

India continues to be the country with the highest proportion
of domestic and foreign past due B2B invoices. Additionally, the
proportion of overdue B2B invoices here increased from an al-
ready high average of 53.4% in 2017 to 56.7% this year. This is
also reflected in the country’s DSO figure, which increased by
three days in 2018 and, at an average of 52 days, is the highest
in the region. After India, one of the countries most impacted by
late payments in 2018 is Indonesia (on average, 47.1%) - which
has seen an increase of almost four percentage points in the pro-
portion of past due B2B invoices. In 2017 Indonesia had one of
the lowest averages in Asia Pacific. With 26.3%, Japan had the
lowest average proportion of domestic and foreign past due B2B
invoices in 2018.

Asia Pacific ~ Australia China ~ HongKong  Taiwan  Singapore Indonesia Japan India
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In 2018, India remains the country
most impacted by late payment
while Japan is the least impacted.

Alonger time to convert B2B invoices
into cash

Domestic B2B customers of respondents in Asia Pacific are giv-
en, on average, 32 days to fulfil their payment obligations. This
is three days longer than in 2017. Significant increases were re-
corded in India and Australia. Foreign B2B customers are given,
on average, 31 days to settle their invoices (30 days in 2017).
In 2018, payment terms to foreign B2B customers decreased
significantly in China and increased significantly in Australia and
Singapore.

Despite these changes, respondents in Japan and Taiwan offered
the most lenient payment terms to their domestic and foreign
B2B customers (on average, 46 days and 45 days respectively).
In contrast, respondents in Indonesia set the shortest payment
terms in the region (on average, 23 days).

When asked if their companies differentiate payment terms be-
tween domestic and foreign B2B customers, Australia, Singa-
pore and Japan had the highest percentages for countries least
likely to differentiate; in contrast, India and China are most like-
ly to differentiate payment terms by customer type. The main
reasons for differentiation mentioned in all countries surveyed
are internal policies and local industry practices. Secondary rea-
sons noted are that domestic payment terms are directed by law
(mentioned in Australia and Japan) and due to the economic sit-
uation (mentioned in China, Hong Kong and Singapore).
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The impact of and reasons for
payment delays

Payment delays in Asia Pacific have remained largely stable in
2018, with no changes reported in respect to domestic B2B cus-
tomers (on average, 24 days) and an increase of one day in re-
gards to foreign B2B customers (on average, 26 days). Australia
and Singapore reported decreases in payment delays from both
their domestic and foreign B2B customers. In contrast, and de-
spite already reporting the longest delays in the region, respond-
ents in India declared further increases.

Respondentsin Asia Pacific said that the main reason for payment
delays by their domestic B2B customers is insufficient availabil-
ity of funds. This was stated by 49.8% of respondents and is the
same key payment delay factor as in 2017. The percentage of re-
spondents reporting insufficient availability of funds at regional
level increased following increases in all countries surveyed. The
biggest increases have been reported in Indonesia and Australia
- with Indonesia also being the country most impacted (as stated
by 64.8% of respondents). Domestic B2B customers of respond-
ents in Asia Pacific also delayed payments because the goods
delivered or services provided did not correspond to what was
agreed in the contract. This second most often cited reason was
reported by 29.4% of respondents in Asia Pacific.

The main reason for payment delays by foreign B2B customers
is the complexity of the payment procedure, cited by 40.7% of
respondents in Asia Pacific. This is the same as in 2017 (when
it was cited by 34.9% of respondents). The percentage of re-
spondents citing this as a reason for payment delays increased
in all countries except Japan. Taiwan and Indonesia registered
the most significant increases and were the most impacted with
more than 50% of respondents citing it as a reason for payment
delay. As was the case with domestic buyers, the second most
frequently cited reason for payment delays is that the goods
delivered or services provided did not correspond to what was
agreed in the contract. This was reported by 31.9% of respond-
ents in Asia Pacific.

28.2% of respondents in Asia Pacific said that payment delays
did not have a significant impact on their businesses. However,
24.1% of respondents reported that they needed to take special
measures to correct cash flow and 21.1% said that they needed
to postpone payments to suppliers. For 15.9% of respondents,
payment delays had a more significant impact as it led to reve-
nue loss.
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The fastest/slowest invoice to cash
turnaround in Asia Pacific

Based on the changes in payment terms and payment delays,
the average payment duration in Asia Pacific increased from 55
days in 2017 to 57 days in 2018. All countries surveyed in Asia
Pacific with the exception of China and Singapore, have expe-
rienced an increase in payment duration. The most severe de-
terioration in payment behaviour was reported in India where
the average payment duration increased 11 days in 2018, to 74
days. Of the Asia Pacific countries surveyed, this is the country
in which it takes the longest to convert B2B invoices into cash.
In contrast, respondents in Singapore seem to have the shortest
invoice to cash turnaround (on average, 43 days).

Payment duration in Asia Pacific

Payment delay

20d

Payment terms

Payment duration
Asia Pacific: 57 days

32d
Te

([ J
Payment duration Asia Pacific 2017: 55 days

10 20 3 70 80

d = average days
Sample: companies interviewed (active in domestic and foreign markets)
Source: Atradius Payment Practices Barometer — May 2018

E-invoicing: a first step to faster
payments?

60.2% of respondents in Asia Pacific said that they are already
using e-invoicing when invoicing their domestic and foreign B2B
customers. By country, respondents in India (with an average
percentage of 79.3%) seem to make the most extensive use of
e-invoicing. They are followed by their peers in Australia and Chi-
na (with 72.6% and 62.8% respectively). In contrast, with a per-
centage of 31.9%, respondents in Japan are the most reluctant to
invoice online. Despite having the second lowest percentage of
respondents (53.3%) who invoiced digitally in 2017, Hong Kong
is the country where the respondents are most willing to adopt
e-invoicing this year.

Despite the differences in implementation, the Asia Pacific coun-
tries surveyed seem to have broadly migrated towards paperless
invoicing. But has the change to the online environment accel-
erated payments? 68.2% of respondents in Asia Pacific said that
after invoicing their B2B customers electronically, they received
payments quicker. This compares to a low 4.9% who said that
e-invoicing led to a slowdown in payment and 26.9% of respond-
ents who said that e-invoicing had no noteworthy effect.

Despite the high percentage of respondents stating quicker pay-
ments after invoicing online, the average payment delays report-
ed in Asia Pacific remained consistent to the previous year and
- after the changes in the average payment terms given in the
region - the average payment duration increased.

68.2% of respondents in

Asia Pacific said that after invoicing
their B2B customers electronically,
they received payments quicker.

ATRADIUS PAYMENT PRACTICES BAROMETER - RESULTS MAY 2018


https://group.atradius.com/documents/ppb18_asia-pacific_statistical-appendix_en_fin.pdf

'Y

Global protectionist measures increase
fear of turnover losses in Asia Pacific

In the context of growing insecurity due to global protection-
ist measures the fear of turnover losses is one that cannot be
neglected when trading internationally. 25.5% of respondents
in Asia Pacific expect as much as a 10% impact on their turno-
ver due to uncertainty over and changes in trade agreements.
A slightly lower percentage of 19.2% believe the impact on their
businesses’ turnover will be more significant, between 10% and
20%.

In contrast, 35.1% of respondents in Asia Pacific do not expect
that their businesses’ turnover will be negatively affected by the
uncertain prospects for international trade. The increased per-
centage is mainly due to the high percentages of respondents in
Australia and Japan who said that they are most likely to not be
impacted (53.6% and 50.9% respectively).

While businesses trading internationally expect negative effects
on their turnover, those focusing on only domestic B2B sales ex-
pect to see improvements. 29.0% of respondents in Indonesia
and 19.0% of respondents in India expect the global protectionist
measures to positively impact their businesses’ turnover in the
coming 12 months.

ATRADIUS PAYMENT PRACTICES BAROMETER - RESULTS MAY 2018

Bankruptcy - the main reason for
uncollectable B2B receivables in Asia
Pacific

In 2018, all countries surveyed in Asia Pacific reported a decrease
in the average proportion of uncollectable B2B receivables. This
brought a decrease at regional level, from 2.1% in 2017 to 1.9%
this year. With the exception of Japan, Australia and India, in
2018, uncollectable B2B receivables averaged around 2.0%. Sim-
ilarly to 2017, and following another decrease in 2018, Japan and
Australia had the lowest percentages of uncollectable B2B receiv-
ables in the region (on average, 1.2% and 1.3% respectively). India
continued to be the country with the highest percentage of un-
collectable B2B receivables in 2018. However, there was a small
improvement, from an average of 2.6% in 2017 to 2.4% this year.

SURVEY RESULTS
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Uncollectable B2B receivables
in Asia Pacific
(% of total value of B2B receivables)

44 v,

Credit sales
2017:46%
Y
45 0
Past due
B2B invoices
Uncollectable
0
1.9%
2.2% 2.1% 21% 3

2.0%

2014 2015 2016 2017 2018

Sample: companies interviewed (active in domestic and foreign markets)
Source: Atradius Payment Practices Barometer — May 2018

Uncollectable receivables in Asia Pacific originated most often
from the consumer durables, construction, electronics and busi-
ness services sectors. B2B receivables were reported to be un-
collectable mainly because the customer went bankrupt or out of
business. This view seems to be shared by 50.1% of respondents
in Asia Pacific, a higher percentage than the previous year. Sec-
ondary reasons were the age of the debt (cited by 37.3% of re-
spondents) and the failure of collection attempts (cited by 36.3%
of respondents).

Payment practices by industry

In 2018, respondents in Asia Pacific gave their customers
32 days, on average, to fulfil their payment obligations. Looking
at the average payment terms by sector, with the exception of
the paper sector, respondents in Asia Pacific gave their B2B cus-
tomers payment terms around the regional average or slightly
above. B2B customers of respondents in the paper sector were
given, on average 40 days to fulfil their payment obligations. In
contrast, the shortest payment terms were given to B2B cus-
tomers in the food sector - who were asked to pay within 24
days, on average.

B2B customers of respondents in the chemicals and construction
sectors seem to have generated some of the longest payment
delays. Domestic and foreign B2B customers in these sectors
paid, on average, 31 and 27 days late respectively. Similarly to
what was stated at regional level, the main reasons for payment
delays were insufficient availability of funds and disputes over
the quality of goods delivered and services provided.

B2B customers in the chemicals
sector were some of the slowest
payers. Delays seem to occur mostly
due to insufficient availability of
funds.

Following the payment delays experienced this year, the majori-
ty of respondents in Asia Pacific reported that they do not expect
any changes in the payment behaviour of their customers in the
chemicals and construction sectors. This seems to be a shared
belief in regards to B2B customers in all sectors. However, of
those who do expect to see a change over the coming 12 months,
37.0% expect an improvement and 16.0% foresee a deterioration.
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Survey design for Asia Pacific

Survey objectives

Atradius conducts annual reviews of international corporate pay-
ment practices through a survey called the ‘Atradius Payment
Practices Barometer’. In this report focusing on Asia Pacific,
which is part of the 2018 edition of the Atradius Payment Practic-
es Barometer, companies from eight countries (Australia, China,
Hong Kong, India, Indonesia, Japan, Singapore and Taiwan) have
been surveyed.

Using a questionnaire, Conclusr Research conducted a net of
1,697 interviews. All interviews were conducted exclusively for
Atradius, without any combination of topics.

Survey scope

® Basic population: companies from eight countries (Australia,
China, Hong Kong, India, Indonesia, Japan, Singapore and
Taiwan) were monitored. The appropriate contacts for
accounts receivable management were interviewed.

m Selection process - Internet survey: companies were
selected and contacted by use of an international Internet
panel. A screening for the appropriate contact and for quota
control was conducted at the beginning of the interview.

m Sample: N=1,697 people were interviewed in total
(approximately n=200 people per country). In each country a
quota was maintained according to three classes of company
size.

® Interview: Web-assisted personal interviews (WAPI)
of approximately 15 minutes duration. Interview period:
Q1 of 2018.

ATRADIUS PAYMENT PRACTICES BAROMETER - RESULTS MAY 2018

Sample overview - Total interviews = 1,697

Country n %

Australia 205 12.1
China 224 13.2
Hong Kong 210 12.4
India 212 12.5
Indonesia 213 12.6
Japan 212 12.5
Singapore 210 124
Taiwan 211 12.4
Industry n %

Manufacturing 661 38.9
\]glllslé)rll%iatllec) r'irade/ Retail trade / 499 29.4
Services 537 31.6
Business size n %

Micro enterprises 568 33.5
SME (Small/Medium enterprises) 824 48.6
Large enterprises 305 18.0

It may occur that the results are a percent more or less than 100%. This is
the consequence of rounding off the results. Rather than adjusting the
outcome so that it totalled 100%, we have chosen to leave the individual
results as they were to allow for the most accurate representation possible.
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Statistical appendix

Find detailed charts and figures in the Statistical Appendix

for Asia Pacific. This is part of the May 2018 Payment Practices
Barometer of Atradius, available at
www.atradius/com/publications

Download in PDF format (English only).

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. 2018

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 Asia Pacific and worldwide, please see the Global
Collections Review 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.

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

The Netherlands

Phone: +31 20 5539111

info@atradius.com
www.atradius.com
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