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About the Atradius
Payment Practices Barometer

The Atradius Payment Practices Barometer is an annual survey
of business-to-business (B2B) payment practices in markets
across the world.

It contains direct feedback from businesses in a given market or
region about how they manage payment default risks related to
selling on credit to B2B customers. Topics covered include:
payment terms, the time it takes to collect invoices, managing
payment delays, the impact of payment delays on business, and
expected business trends.

We believe these survey results will offer compelling insights
into the markets and regions where you do business.

This is the report for Hong Kong.

Y Atradius




Hong Kong: overview of key survey findings
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Hong Kong: credit sales and payment terms (B2B)

B2B sales on credit drop amid concerns over payment default by customers

m 39% of companies polled in Hong Kong, many of whom are in the construction materials industry, told us they
traded on credit with B2B customers more often than previously. 54% said they made no change to their usual
trade credit policy, while significant numbers across the industries polled requested cash payments more often,
anticipating a higher risk of payment default by customers. This accounted for a drop in the average total value
of all B2B sales on credit to 49%, down from last survey's 57%.

m However, the overall figures show B2B trade credit still plays a great role in the Hong Kong market. A large
number of companies polled (38%), particularly in the electronics/ICT industry, said trading on credit with B2B
customers was necessary to attract new business. Offering B2B trade credit to protect current sales from
competitive pressures was seen most often in the consumer durables industry. Far fewer companies across the
industries polled, except for the chemicals sector, said they offered credit to retain B2B customers.

Cost of capital to finance credit sales key criteria in setting payment terms

B An increasing number of companies in Hong Kong, 42% up from last survey's 26% they offered more liberal
payment terms to B2B customers during the past months. These now average 39 days from invoicing compared
to last survey's 37%. More than half of the companies that relaxed their credit standards did so to allow B2B
customers more time to pay in case they needed, for example, to obtain bank finance or sell on goods prior to
settling invoices. This was most commonly reported by businesses in the electronics/ICT industry.

m Almost 40% of businesses cited the most common criteria for setting payment terms remains the availability and
cost of funds to finance credit sales. An interesting change in this area was the significant rise in companies
(36%, up from last survey's' 24%) who said that whether or not they have credit insurance cover heavily
influences decision-making about length of payment terms. This is most often reported by the construction
materials industry.
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Hong Kong: customer payment default (B2B)

m 48% of the total value of sale on credit in the past 12 months were overdue. While it was less severe compared to
52% in our previous survey, businesses reported measures taken to avoid liquidity including seeking external
financing (49%%) and bank overdraft extension (39%).

®m The long-term overdue invoices (more than 90 days overdue) being written off as uncollectable continued to
trend upward to 6% from 4%, underscoring an increasingly challenging business environment. This situation was
particularly acute in the consumer durables industry where write-offs average 13% of all B2B invoices. This may
also explain the high number of consumer durables companies (59%) who told us they blocked up working
capital in extra reserves for bad debts.

Liquidity issues, admin troubles and customer disputes spark payment default

m Dealing with overdue invoices is becoming a real headache for a large number of Hong Kong companies, that
reported a considerable amount of time, costs and resources spent on chasing overdues. 48% of businesses,
many from the consumer durables industry, told us that invoices are paid late most often because of customers’
liquidity issues. This may explain why numerous companies reported stronger credit control and more regular
monitoring of customers’ creditworthiness to anticipate warning signs of potential payment default.

m Several other factors for customer payment default were cited from Hong Kong companies polled, with 44%
saying it was mainly due to administrative inefficiencies in the customer payment process. Almost as many
companies (40%) said late payments were a consequence of disputes with customers.
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Hong Kong: impact of customer payment default (B2B)

Strong focus on credit control and avoidance of credit risk concentration

m A staggering 98% of companies polled in Hong Kong said they used a wide range of measures to reduce the impact
of customer payment default on the business. The majority of these (54%), told us that a further strengthening of
the credit control function was essential to their credit management process. Within this frame, bank references
and customer financial statements remain the primary source of information they rely on to protect the business
against customer payment default and bad debts.

m A significant number of companies polled (39%) applied techniques to avoid credit risk concentration on either a
single customer or groups of customers with the same features. This was most common in the consumer durables
industry. Another notable finding was that twice as many companies as in our previous survey, mainly in the
chemicals sector (30%), said stronger credit checking prompted the rejection of new customers to avoid an
increased impact of customer credit risk on the business.

Keeping DSO under control is crucial to protect cash flow

® Amidst a deterioration of cash flow, a higher number of Hong Kong businesses polled reported a stronger focus
on lowering year-on-year volatility of their Days-Sales-Outstanding (DS0). Actions to achieve this included
offering discounts for faster invoice payment, swifter resolution of customer disputes and shortening payment
terms. This latter most often reported in the chemicals industry. An average of 40% of companies polled in Hong
Kong, mainly in the construction materials industry, said having a credit insurance cover helped them improve
DSO and free up working capital.

Average time it takes to convert overdue B2B invoices into cash (year-on-year change )

(% of respondents)

M Shorter B No change M Longer Sample: all survey respondents - Source: Atradius Payment Practices Barometer - June 2022
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having a credit insurance cover helped them
improve DSO and free up working capital.
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Hong Kong: management of customer
payment default (B2B)

Sharp rise in grasping need for strategic credit management

m A key finding of our survey is that the number of companies opting to manage customer credit risk in-house
halved over the past last year. 70% of the businesses polled said they either purchased specific trade finance
solutions or outsourced the issue to a credit insurer. A quarter of the businesses polled opted to retain and
manage customer credit risk in-house, while the remaining few took no credit management action at all.

m Trade debt securitisation ranks highest among the specific finance solutions purchased by companies polled in
Hong Kong, 57% opting for it, up from last survey's. Using letters of credit within their B2B trade on credit was
cited by 47% of businesses polled. An equal proportion of companies (40%) reported using a credit insurance
cover (mainly in the construction material industry) or the use of factoring to accelerate cash inflows in the
business (mainly in the consumer durables industry). They were used to complement each other.
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Hong Kong: the business outlook (B2B)

® The majority of Hong Kong companies (66%) expect payment practices of their B2B customers to improve
during the coming months, a verdict most often reported in the consumer durables industry. Another
positive finding is that 56% of companies, mainly from the ICT/electronics industry, anticipate expansion of
trading on credit terms with B2B customers. Almost 40% told us this will be aimed at winning new
customers, while 23% expect it to increase market share by encouraging repeat business from established
B2B customers.

DSO worsening, impact of pandemic on cash flow and profits worry businesses

m Despite the expected improvement in B2B payment practices, 62% of businesses polled in Hong Kong
expressed concern about a likely deterioration of their DSO triggered by the adoption of a more liberal
credit policy in the current challenging trading environment. This may explain why significant numbers of
the companies interviewed told us they would continue using or take up credit insurance during the
coming months. This was particularly evident in the construction materials industry.

m The primary concern looking forward for most Hong Kong companies polled (42%) is to protect themselves
against the ongoing impact of the pandemic. This was expressed strongly across all industries surveyed
except for the chemicals sector. Nearly 30% of businesses, mainly in the construction materials industry,
said the greatest challenge ahead would be to ensure sufficient liquidity levels. Another 25% of companies
across all industries polled were worried about a likely shrinking of profit margins posing a threat to their
future viability.
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Hong Kong: overview of key survey findings by industry

Chemicals

Data not available for 2021

Sales on credit 0
(% of all B2B sales) 4 6 /0

P t
duration* 64d

(d=average days)

Write offs o)
(% of all B2B invoices) 6 /0

% of businesses 0
managing credit risk 2 9 /0
in-house

* payment term on the invoice plus any delay.
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Hong Kong: overview of key survey findings by industry

Consumer Durables

Sales on credit 51%

(% of all B2B sales)
(2021: 61%)

‘ qwationr  0od

(d=average days) (2021: 79d)

qa———p

Write offs 1 3%

(% of all B2B invoices)

(2021: <1%)

% of businesses 0
@ managing credit risk 3 /0

in-house (2021: 67%)

* payment term on the invoice plus any delay.
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W Payment term
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Hong Kong: overview of key survey findings by industry

Construction materials

Data not available for 2021

Sales on credit 4 4%

_ (% of all B2B sales)

P t
duration* 69d

(d=average days)

Write offs 5%

(% of all B2B invoices)

% of businesses 0
@ managing credit risk 3 7 A)

in-house

* payment term on the invoice plus any delay.
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Hong Kong: overview of key survey findings by industry

Electronics/ICT

Sales on credit 5 4%

(% of all B2B sales)
(2021: 57%)

Payment
duration* 62d
(d=average days) (2021: 58d)
Write offs < 10/
(% of all B2B invoices) 0

(2021: 4%)

% of businesses 0
@ managing credit risk 2 O %)
in-house (2021: 66%)

* payment term on the invoice plus any delay.
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Glossary
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Payment term Overdue invoice Write-offs Days Sales Outstanding (DSO)

(credit period, credit term) (past due invoice, defaulted invoice) — ,
- - Overdue invoices that cannot be collected and Average time (days) a company takes

The period after delivery or shipment of A customer’s obligation that has not been paid therefore are treated as bad debts and written to convert its credit sales into cash or
goods or after rendering of services at the by its due date. off as uncollectable. cash in the outstanding payments

expiry of which invoices are due to be paid. from its customers.
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https://group.atradius.com/documents/ppb_asia_2022_statistical_appendix_en_fin.pdf
https://group.atradius.com/publications/

Survey design

Survey objectives Sample overview - Total interviews = 200

Atradius conducts annual reviews of international corporate payment practices through a survey called the
Atradius Payment Practices Barometer. Hong Kong companies are the focus of this report, which forms part of the

2022 edition of the Atradius Payment Practices Barometer. A change in research methodology means year-on-year Business sector Interviews %

comparisons are not feasible for some of these survey results. Using a questionnaire, CSA Research conducted 200 Manufacturing 72 36
interviews in total. All interviews were conducted exclusively for Atradius.
Wholesale 45 23
Survey scope Retail trade / Distribution 56 28
® Basic population: Companies from Hong Kong were surveyed, and the appropriate contacts for accounts Services 27 13
receivable management were interviewed
. . . . TOTAL 200 100
® Sample design: The Strategic Sampling Plan enables us to perform an analysis of country data crossed by sector
and company size. It also allows us to compare data referring to a specific sector crossed by each of the Business size Interviews %
economies surveyed. - -
. v ) ) ) ) Micro enterprises 0 0
m Selection process: 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. SME - Small enterprises 52 26
m Sample: N=200 people were interviewed in total. A quota was maintained according to three classes of company SME - Medium enterprises 102 51
Size. Large enterprises 46 23
m Interview: Computer Assisted Web Interviews (CAWI) of approximately 15 minutes duration.
: i TOTAL 200 100
Interview period: Q2 2022.
Industry Interviews %
Copyright Atradius N.V. 2022 Chemicals 45 29
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. Consumer Durables 52 26
In the Publications section you'll find many more Atradius publications focusing on the global economy, including country reports, industry Costruction materials 52 26
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. Electronics/ICT 51 26
For more insights into the B2B receivables collection practices in Hong Kong and worldwide, please go to www.atradiuscollections.com TOTAL 200 100
For Hong Kong www.atradius.com.hk

Email: info.hk@atradius.com

On LinkedIn? Follow Atradius Asia
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https://www.linkedin.com/company/atradiusasia/
https://group.atradius.com/

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, orthe 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.

Connect with Atradius
on Social Media

@AtradiusAsia @Atradius Atradius

Atradius N.V.

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

The Netherlands

Phone: +31 20 553 9111

atradius.asia@atradius.com
www.atradius.com


https://www.linkedin.com/company/atradiusasia/
https://www.youtube.com/user/atradiusgroup
https://twitter.com/atradius



