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Survey design for Eastern Europe

" Survey objectives Sample overview - Total interviews = 1,078
c
E Atradius conducts annual reviews of international corporate pay-
S ment practices through a survey called the “Atradius Payment
m . . . . %
i Practices Barometer”. In this report focusing on Western Europe, Country n %
= which is part of the 2016 edition of the Atradius Payment Prac- Czech Republic 211 19.6%
tices Barometer, companies from 5 countries (Czech Republic, Hungary 231 21.4%
Hungary, Poland, Slovakia and Turkey) have been surveyed.
Poland 210 19.5%
Using a questionnaire, Conclusr Research conducted a net of Slovakia 214 19.9%
= 1,078 interviews. All interviews wer n xclusively for
5 ,0 8. te \ ews. te 'e s ere co.ducted exclusively fo Turkey 212 19.7%
T Atradius, without any combination of topics.
E Industry n %
€ Survey scope
3 . . . . Manufacturing 363 33.7%
®m Basic population: companies from 5 countries were
monitored (Czech Republic, Hungary, Poland, Slovakia and Wholesale / Retail / Distribution 247 22.9%
Turkey). The appropriate Fontacts for accounts receivable SRS 468 43.4%
,,,,,,,,,,,,,, management were interviewed.
2 m Selection process - Internet survey: companies were Business size n %
= . o
9 selected and contacted by use of an international Internet Micro-enterprises 458 42.5%
g panel. A screening for the approprlat'e contact z?md fo.r quota SMESs (Small/Medium enterprises) 538 22.9%
> control was conducted at the beginning of the interview. )
B . . . Large enterprises 82 7.6%
% ® Sample: N=1,078 people were interviewed in total
< (approximately n=200 people per country). In each country a
quota was maintained according to four classes of company It may occur that the results are a percent more or less than 100% when
rrrrrrrrrrrrrr size. calculating the results. This is the consequence of rounding off the results.
. . . . Rather th djusting th t that it totalled 100%, h h
® [nterview: Web-assisted personal interviews (WAPI) of atherthan adjusting the outcome 50 that It totalie e nave cnosen
K K ~ . R to leave the individual results as they were to allow for the most accurate
approximately 15 minutes duration. Interview period: representation possible.
1st Q 2016.
2
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Eastern Europe - key survey results

Sales on credit terms

Despite having been brought down by the recessions in Russia
and Ukraine, the 2016 outlook for Eastern Europe is positive.
The regional GDP is forecast to grow 1.1% in 2016, mainly led
by Poland and the Czech Republic. In the countries surveyed
in Eastern Europe (Czech Republic, Hungary, Poland, Slovakia
and Turkey) business conditions are varied and the insolvencies
landscape is mixed. This offers interesting insights into the pay-
ment practices of businesses in the region.

Average total value of B2B sales on credit

As observed in Western Europe, respondents in Eastern Europe
also appear to be more inclined to request payment methods
from business-to-business (B2B) customers which do not ex-
pose them to payment default risks, than to use payment meth-
ods that do expose them to these risks. Although selling on cash
terms may result in lost sales (if the buyer really needs the flexi-
bility of credit terms), most of the respondents in Eastern Europe
seem to prefer this approach, particularly when it comes to for-
eign trade. On average, 57.1% of survey respondents’ domestic
B2B sales and 63.4% of foreign sales were made on a cash bases
(Western Europe: 55.2% and 62.3% respectively). The most con-
servative approach to the use of trade credit in B2B transactions
is shown by Slovakia (26.7% of the B2B sales value was made on
credit). Hungary, in contrast, appears to be the most trade cred-
it friendly country in the region (53.6% of B2B sales value was
made on credit). In the other countries surveyed, the average to-
tal value of B2B sales on credit ranges from 33.9% in Poland to
44.3% in the Czech Republic [ > Statistical appendix, p 10 ].

B2B sales on credit in Eastern Europe (%)
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Sample: companies interviewed (active in domestic and foreign markets)
Source: Atradius Payment Practices Barometer — May 2016

More information in the Statistical appendix
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© 65%

of respondents in Eastern Europe
reported that domestic B2B customers pay
invoices late due to liquidity issues

Selling on credit to domestic and export B2B customers

Of all the countries surveyed in Eastern Europe, Turkey shows
the strongest preference for selling on credit to domestic (48.1%
sales on credit) than to foreign B2B customers (32.4%). This
likely reflects the relatively closed nature of the Turkish econ-
omy. A stronger tendency to grant credit terms to domestic
(37.5% of the B2B sales value) than to foreign buyers (30.3%)
is also shown by Polish respondents. This may reflect Poland’s
strong domestic market. Respondents in the other countries
surveyed in Eastern Europe appear to be almost equally likely to
sell on credit terms to domestic or foreign B2B customers. In the
Czech Republic 45.8% of the domestic, and 42.7% of the foreign
B2B sales value was made on credit; in Slovakia, 27.0% domestic
and 26.4% foreign and in Hungary, 54.7% domestic and 52.5%
foreign. Year-on-year fluctuations in the domestic and foreign
credit sales value at country level will be expanded on in the
country reports that form this edition of the Payment Practices
Barometer for Eastern Europe.
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Overdue B2B invoices (%)

85.2% of the respondents in Eastern Europe (Western Europe:
92.4%) experienced late payment of B2B invoices over the past
year. Despite a marked increase in the value of overdue invoices,
late payment from domestic B2B customers occurred marked-
ly less often than one year ago. This may reflect more benign
business conditions than in past years. Foreign customers, in
contrast, paid invoices late almost as frequently as last year. This
resulted in an average of 43% of the total value of B2B invoices
remaining outstanding past the due date (average for Western
Europe: 40.3%). Compared to last year, there was an increase in
both the domestic (up 3.8%) and foreign (up 6.6%) payment de-
fault rates reported by respondents in Eastern Europe. This may
explain why 20.0% of respondents in the region (this percentage
is the highest in Turkey at 33.0%, followed by Poland at 27.0%) are
concerned about a worsening of DSO over the next 12 months.
This could be mainly a consequence of poorer payment practices
by respondents’ foreign customers than by domestic ones. The
overall picture, however, has to be evaluated in light of the di-
verse payment default rates observed in the countries surveyed
in the region.

Impact of late payment from domestic customers

Despite showing the strongest preference for using trade credit
in domestic B2B transactions, Turkey records the highest domes-
tic payment default rate in Eastern Europe. According to 91.4% of
respondents in the country, an average of 61.1% of the total val-
ue of domestic B2B invoices were paid late (up from 55.2% last
year). These findings are reflected in the 63 days average DSO
reported by Turkish respondents. This is the second highest DSO
observed in the region after that of Poland (71 days) which will be
commented on later in the report.

Slovakia follows with an average of 53.1% of domestic invoices
paid late (up from 47.7% last year), and a DSO averaging 39 days.
This latter may reflect the strong aversion to trade credit shown
by Slovakian respondents. In the Czech Republic, 37.9% of the
value of domestic invoices was paid late, while Hungary had an
almost similar percentage (37.6%). The lowest average total val-
ue of domestic invoices paid late was shown by Hungary (36.6%,
up from 35.5% last year). In this country, late payments were
reported by 87.0% of respondents, which is the second lowest
response rate in the region after that recorded in Hungary (80.1%
of respondents reporting domestic late payment) [ > Statistical
appendix, p 13 1.

Past due B2B receivables in Eastern Europe (avg. %)
50 45%

40

28%
20 23% 22%
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Sample: companies interviewed (active in domestic and foreign markets)
Source: Atradius Payment Practices Barometer — May 2016

More information in the Statistical appendix

Impact of late payment from foreign customers

Based on our survey results, Turkey is the hardest hit country
by late payment also from export customers. 53.1% of the to-
tal value of Turkish export sales on credit (up from 49.8% last
year) were paid late. This was reported by 85.2% of Turkish re-
spondents. Slovakia follows with an average of 42.9% of export
invoices paid late (up from 37.0% last year). This was reported by
76.5% of Slovakian respondents. In the Czech Republic, 37.2% of
the total value of export invoices was paid late (stable compared
to one year ago), and in Hungary 35.8% (up from nearly 20.0%
last year). At the lower end of the spectrum is Poland, with 31.4%
of the value of export invoices paid late (up from 29.3% last
year), as reported by nearly 83% of respondents. Surprisingly,
Poland is the country recording both the lowest domestic and
foreign payment default rates in Eastern Europe, and has the
highest DSO in the region. This most likely reflects the propor-
tion of export invoices more than 180 days overdue (14.3% of
the foreign receivables’ value). This is nearly three times higher
than that recorded in the other countries surveyed in the re-
gion. More insights into the frequency of late payment and the
total value of past due invoices at local level can be found in the
country reports forming this edition of the Payment Practices
Barometer. See also [ > Statistical appendix, p 14 1.
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Payment duration (average days)

As observed in Western Europe, respondents is Eastern Europe
also try to minimize payment risk by keeping the time it takes to
turn credit sales into cash as short as possible (around 30 days
or less from the invoice date). This is the case for the majority
of the countries surveyed, except for Turkey. Here, respondents’
domestic customers enjoy considerably longer terms for settling
invoices than export customers (averaging 43 days domestic,
and 33 days foreign). This seems to reflect a more lenient pay-
ment culture observed on the domestic market in Turkey than in
the other countries surveyed in Eastern Europe.

Payment terms

The average payment terms set by respondents in Eastern
Europe fluctuated widely over the past year. Respondents in
Turkey appear to offer shorter payment terms to both domestic
and foreign customers than one year ago (on average four days
shorter). This is also the case for respondents in the Czech Re-
public, where domestic customers are requested to pay invoices
three days earlier, and foreign customers one week earlier than
last year. In contrast, both domestic and foreign customers of
respondents in Hungary and Slovakia are requested to pay in-
voices, on average, after five days later than one year ago. Sim-
ilarly, export customers of respondents in Poland enjoy more
relaxed payment terms than last year (on average three days
longer). Compared to last year, there was no variation seen in
average domestic payment terms granted by Polish respond-
ents. [ > Statistical appendix, p 11]

Payment duration in Eastern Europe (avg. days)

invoice due date

41 32 29 30 30
{ {  J  J o
25 27 25 21 23
payment delay
invoice due date
39 34 33 31 31
22 26 24 18 23
payment delay
I I I I I
2012 2013 2014 2015 2016
© Domestic Foreign

Sample: companies interviewed (active in domestic and foreign markets)
Source: Atradius Payment Practices Barometer — May 2016

More information in the Statistical appendix
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L 27 %

of respondents in Eastern Europe had
to delay payments to their own suppliers
due to B2B customers’ late payment

Payment delays

Despite the attempt to offset slow payments by shortening
credit terms, respondents in Turkey have to wait the longest
in Eastern Europe to receive payment on both domestic and
foreign past due invoices (on average 35 days; three days
longer than last year and 13 days longer than the survey aver-
age). Both domestic and foreign B2B customers of Hungarian
respondents, in contrast, appear to settle past due payments
the swiftest (on average within 13 days of the due date; sur-
vey average 22 days). In spite of this, Hungarian respondents
now have to wait, on average, one week longer than last year
to receive payments on past due invoices from export custom-
ers. This is the longest foreign payment delay observed across
the countries surveyed, which suggests a clear worsening of
the payment practices of Hungarian respondents’ export cus-
tomers. In all the other countries surveyed in Eastern Europe,
respondents have to wait an average of around three weeks for
past due invoices to be settled. This payment delay is the same
as that observed in Western Europe.
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Key payment delay factors

In line with what was observed in Western Europe, respond-
ents in Eastern Europe reported insufficient availability of funds
as the main reason for late payment from both domestic and
foreign B2B customers. 64.4% of respondents (up from nearly
60.0% last year) reported this in respect to late payment of do-
mestic invoices, and nearly 40.0% (stable compared to last year)
in respect to late payment from foreign customers (respondents
in Western Europe: 57.9% domestic and 40.2% foreign). Domesti-
cally, as observed last year, respondents in Hungary appeared to
be the hardest hit by late payment of invoices due to customers’
insufficient funds (75.7% of respondents, down from 78.6% last
year), followed by those in Slovakia (72.8%, down from 73.5% one
year ago). In Poland, the percentage of respondents was 63.5%
(up from 57.6% last year), and in Turkey 66.1% (up from 57.5%
one year ago). Respondents in the Czech Republic, in contrast, re-
ported this reason the least often, however a lot more frequently
than last year (47.0% of respondents, up from 39.2% last year).
Late payment from foreign customers due to liquidity issues is
most acutely felt in Hungary (65.7% of respondents), followed by
Slovakia (54.7%). The least impacted in this respect are respond-
ents in the Czech Republic (24.4%).

Intentional use of outstanding invoices

32.7% of respondents in Eastern Europe (down from 34.8% last
year) said that domestic B2B customers intentionally use out-
standing invoices for financial advantage. This is a more wide-
ly-held belief in Eastern than in Western Europe, where this reason
was cited by 27.0% of respondents. In Eastern Europe, respond-
ents in the Czech Republic seem to be the most convinced that
domestic customers intentionally pay slowly for their own finan-
cial advantage (46.5%, down from 57.8% last year), followed by
those in Poland (39.6%, up from 37.0% last year). In contrast, the
least convinced about this delay factor are respondents in Hun-
gary (nearly 15%, stable compared to last year). Interestingly, as
observed in Western Europe, intentional slow payment of invoices
for financial advantage is more often a concern with domestic than
with foreign B2B customers. These latter appear to pay invoices
late very often due to external reasons that are independent of
their creditworthiness, such as the complexity of the cross-border
payment procedure. Czech respondents (36.4%, stable compared
to last year) reported this the most often, followed by respondents
in Turkey (31.3%, up from 28.0% last year). Respondents in Slova-
kia seemed to be the least concerned about this (6.3%, up from
3.6% last year). See [ > Statistical appendix, p 15 + 16 ].

Impact of late payment on the supply chain

Late payment of invoices from B2B customers caused 27.2%
of respondents in Eastern Europe (above the 23.7% in Western
Europe) to delay payments to their own suppliers. The most im-
pacted in this respect were respondents in the Czech Republic,
Slovakia and Turkey (around 30.0% each). 18.6% of respondents
in Eastern Europe had to take specific measures to correct cash
flow (same percentage in Western Europe), and 17.2% reported
revenue loss (18.8% of respondents in Western Europe).

L 25%

of respondents in Eastern Europe
expect an overall worsening in payment
practices (15% expect an improvement)

This was experienced by the most respondents in Turkey (40.0%
corrected cash flow and 30.0% lost revenues). Interestingly,
slightly more respondents in Eastern Europe (12.0%) than in
Western Europe (9.0%) reported that they defaulted on payments
to their suppliers, and nearly 11.0% (7.6% in Western Europe) said
their business stopped growing. Again this was of great concern
for respondents in Turkey (around 15% for both kinds of impact).

Protection of business profitability

To protect business profitability from the impact of customers’
late payment, around 44% of respondents in Eastern Europe re-
ported they will not change their current mix of credit manage-
ment tools (respondents in Western Europe: 45.0%). However,
around 25% will check the creditworthiness and payment history
of their customers more often, and will more frequently moni-
tor customers’ credit risk over the next 12 months (respondents
in Western Europe: around 32.0%). Czech respondents (around
35%) seem to be the most likely to increase customers’ credit-
worthiness and payment history checks while Turkish respond-
ents (31.0%) seem to be the most likely to increase credit risk
monitoring. On a country basis, the mix of credit management
tools varies notably and will be expanded on in the various coun-
try reports. Despite the various approaches to credit manage-
ment observed in the surveyed countries, respondents in Eastern
Europe appear to have a uniform perception of the main chal-
lenges to business profitability they will be facing this year. Most
of the respondents in the region consider maintaining adequate
cash flow and cost containment Slovakian respondents being
the most concerned around 25.0%, survey average 17% as well as
falling demand for their products and services (concerning Czech
respondents the most, around 30.0% versus 17% survey average)
to be the main challenges they will be confronted with in 2016.
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Uncollectable receivables

On average 1.2% (stable compared to last year, and compared to
1.3% in Western Europe) of the B2B receivables of respondents
in Eastern Europe was written off as uncollectable. In Turkey, the
proportion of uncollectable receivables is nearly twice as high
(2.2%, compared to 2.0% in 2015). In the Czech Republic it is
1.4%, in Poland 1.2%, and in Hungary and Slovakia it is less than
1%. Uncollectable receivables, in Eastern Europe, come mostly
from the construction industry.

Uncollectable B2B receivables in Eastern Europe
(% of total value of B2B receivables)

40% 1%

Credit sales 2015

45%

Past due

y N

Paid on time \ \ /
o 1.2%
Uncollectable
%
11% 1.2%
0.8%
./.\OV.—.
2012 2013 2014 2015 2016

Sample: companies interviewed (active in domestic and foreign markets)
Source: Atradius Payment Practices Barometer — May 2016

More information in the Statistical appendix
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of the total value of B2B invoices in Eastern
Europe remained outstanding past the due
date (average for Western Europe: 40.3%)

Reasons for write-offs of uncollectable receivables

Based on survey responses in Eastern Europe, B2B receivables
were reported to be uncollectable mainly due to the customer
being bankrupt or out of business (54.7% of respondents, down
from 56.6% last year). This compares to 59.3% of respondents
in Western Europe (down from 66.4% last year). Although less
frequent than last year, this reflects the still challenging busi-
ness climate in which businesses operate. 33.0% of respond-
ents (29.0% in Western Europe) reported that write-offs were
due to the failure of collection attempts. For around 20.0% of
respondents in each case, write-offs were due to the fact that
the customer could not be located, the debt was too old, or the
additional costs to pursue the debtors were too high.

For more insights into the B2B receivables collections practices
worldwide, please see the Global Collections Review by Atradius
Collections (free download after registration), available from
October 2016 on www.atradiuscollections.com

SURVEY RESULTS
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Payment practices by industry

Respondents in Eastern Europe granted the most relaxed pay-
ment terms (around 15 days longer than the regional average of
30 days) to B2B customers in the metals sector. The payment
terms extended to B2B customers in the construction materi-
als sector are nearly 10 days more than the regional average.
B2B customers in the services sector enjoyed less lenient terms
(around 10 days shorter than the average for the region).

The largest proportion of past due payments in Eastern Europe
was generated in the construction materials sector (60% of the
total value of B2B receivables were paid late). Late payment from
B2B customers due to liquidity issues was reported to occur
most often in the food and machines sectors (around 60% of re-
spondents). Intentional use of outstanding invoices for financial
advantage was most often reported in respect to the payment
practices of B2B customers in the construction industry (around
40.0% of respondents). The slowest payers are B2B customers in
the construction materials sector, as it took them on average one
month past the due date to settle overdue invoices (compared to
the three weeks survey average).

1in 4 respondents in Eastern Europe
expect a worsening of payment practices
in these industries......

Construction Consumer Paper
Const.Mtrls Durables Industries

(A

More information in the Statistical appendix

Forecast for 2016

Nearly 60% of the respondents in Eastern Europe expect no sig-
nificant change in the payment practices of B2B customers in
the industries they do business with. However, a slight deterio-
ration is anticipated by around 10%. There are more respondents
expecting a deterioration (25.0%) than an improvement (15.0%).
This is mostly the case for B2B customers in the construction,
construction materials, consumer durables and paper industries.

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.

On Twitter? Follow @Atradius or search #atradiusppb to stay up to date
with the latest edition.
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Disclaimer

This report is provided for information purposes only and is not intended as a recommendation or advice as to par-
ticular 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 respon-
sible 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. 2016
If you've found this report 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 manage-
ment and essays on current business issues.
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Eastern Europe: proportion of total B2B sales made on credit (domestic and foreign)
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Sample: all interviewed companies Source: Atradius Payment Practices Barometer — May 2016
By industry / by business size
Industry Business size
Eastern Europe Manufacturing Wh%l?:é ligljtﬁert]a” / Services Micro-enterprises SMEs Large enterprises
Domestic 44.5 46.2 39.9 36.7 48.6 40.6
Foreign 36.1 36.4 37.3 26.8 41.2 35.6
Sample: all interviewed companies Source: Atradius Payment Practices Barometer — May 2016
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Average payment term recorded in Eastern Europe
(average days - domestic and foreign)

=z
percentage average days §
Eastern Europe 17.8 31 g
Western Europe 16.2 31
Czech Republic 13.0 2
5
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a
Slovakia 714 253 3
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x
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Sample: all interviewed companies Source: Atradius Payment Practices Barometer — May 2016 3
=
By industry / by business size
Industry Business size
Manufacturing Wh%l?ssé:gétﬁa” / Services Micro-enterprises SMEs Large enterprises
110 30 days 68.8% 79.4% 79.4% 83.1% 72.2% 67.1%
3110 60 days 22.2% 14.4% 15.8% 13.0% 20.1% 22.6%
61to 90 days 6.4% 4.8% 2.3% 2.3% 4.9% 7.6%
Over 90 days 5.3% 2.9% 4.5% 2.3% 5.4% 5.5%
Avergage days 63 26 28 24 34 37
Sample: all interviewed companies Source: Atradius Payment Practices Barometer — May 2016
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Eastern Europe: percentage of respondents reporting late payment
by B2B customers (domestic and foreign)

g
Z percentage
2
7 88.6
%) a
2 e Euope N 1 ¢
924
Hestem ELrope 0 4
""""""" Hungar 801

S g A—— 4
<
B 87.0
Foland I 529
c
a . 91.3

Slovalia I, /6.5

914

furkey . [¥
4 : 94.6
Creh Republe N 1.0
=
E Domestic [ | Foreign
S
E Sample: all interviewed companies Source: Atradius Payment Practices Barometer — May 2016
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By industry / by business size:
Industry Business size
Manufacturing thg?:tar:gé tlﬁ;:ail / Services Micro-enterprises SMEs Large enterprises
Domestic 87.6% 86.4% 90.7% 89.6% 87.1% 94.6%
Foreign 82.4% 79.3% 82.9% 75.0% 83.3% 87.2%
Sample: all interviewed companies Source: Atradius Payment Practices Barometer — May 2016
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Eastern Europe: proportion of domestic past due B2B invoices by payment timing

percentage Total in %

=z
=4
Eastern Europe PAR:] 15.6 449 E
=>
o
)
Poland 20.5 24.5 371
Hungary 371 bl
>
0
Czech Republic 378 |
Z
Slovakia 53.0 2
Turkey 61.1
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(=]
=z
Sample: all interviewed companies Source: Atradius Payment Practices Barometer — May 2016 g
g
&
By industry / by business size
Industry Business size
Manufacturing Wh%?:ﬁ!gétﬁa” / Services Micro-enterprises SMEs Large enterprises
110 30 days 48.9% 50.1% 52.6% 52.5% 50.5% 43.0%
3110 60 days 22.5% 21.7% 21.4% 21.7% 22.1% 21.7%
61to 90 days 13.2% 12.1% 10.1% 12.7% 11.3% 9.7%
Over 90 days 15.4% 16.1% 16.0% 13.1% 16.1% 25.6%
Sample: all interviewed companies Source: Atradius Payment Practices Barometer — May 2016
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Eastern Europe: proportion of foreign past due B2B invoices by payment timing

” percentage Total in %
3
S Eastern Europe 19.6 40.8
%]
(9]
Poland 208 315
© Hungary 25.3 : 36.0
E
= Czech Republic 37.2
g
a Slovakia 428
Turkey 26.4 53.1
% 1-30 days Ms1-60 days 61 - 90 days M over 20 days
>
=
2 Sample: all interviewed companies Source: Atradius Payment Practices Barometer — May 2016
>
2
h
z
=)
x
By industry / by business size
Industry Business size
Manufacturing Wh%?:ﬁ:iétﬁa” / Services Micro-enterprises SMEs Large enterprises

1to 30 days 45.2% 48.0% 50.0% 47.5% 47.8% 47.7%

3110 60 days 22.3% 16.4% 23.6% 24.4% 20.5% 18.0%

61to 90 days 11.6% 12.6% 10.0% 5.7% 13.8% 7.3%

Over 90 days 21.0% 23.1% 16.4% 22.4% 17.9% 21.1%

Sample: all interviewed companies Source: Atradius Payment Practices Barometer — May 2016
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Eastern Europe: main reasons for payment delays by domestic B2B customers

Goods
delivered
or services
Dispute provided
over quality do not
of goods correspond
Insufficient delivered towhatwas  Complexity of
availability of ~ orservice  agreed inthe  the payment
funds provided contract procedure
Eastern Europe 64.4% 10.9% 6.9% 13.0%
Western Europe 57.9% 15.5% 11.4% 17.2%
Poland 63.5% 8.2% 7.6% 15.1%
Czech Republic 47.0% 20.2% 6.6% 12.6%
Hungary 75.7% 4.7% 1.4% 10.1%
Slovakia 72.8% 8.6% 4.3% 7.4%
Turkey 66.1% 11.1% 13.3% 18.9%
Industry
Manufacturing 68.8% 17.3% 7.1% 11.7%
Wholesale trade
/ Retail trade / 64.9% 7.4% 6.4% 12.4%
Distribution
Services 61.0% 8.2% 6.9% 14.3%
Business size
Micro enterprise 65.9% 7.4% 4.0% 12.2%
SME (Small/
Medium 63.5% 12.3% 8.0% 12.8%
enterprise)
Large enterprise 62.1% 21.2% 15.2% 18.2%

Sample: all interviewed companies (active in domestic markets)

ATRADIUS PAYMENT PRACTICES BAROMETER - RESULTS MAY 2016

Inefficiencies

of the
banking
system

8.5%

12.5%

11.3%
9.3%
1.4%
0.6%

18.3%

6.0%

8.9%

10.2%

5.7%

10.1%

13.6%

Incorrect
information
on invoice

10.5%

11.4%

12.6%
12.0%
6.1%
5.6%

16.0%

7.5%

9.9%

12.9%

7.4%

11.1%

22.7%

Formal
Buyer using insolvency
outstanding  of the buyer
debts / (example:
invoicesas  liquidation,  Invoice was
aformof  receivership, senttowrong
financing bankruptcy) person Other
32.7% 18.8% 7.5% 0.4%
28.2% 15.8% 7.5% 0.0%
39.6% 21.4% 5.7% 0.0%
46.5% 35.5% 10.4% 0.0%
14.9% 4.1% 7.4% 2.0%
29.6% 15.4% 8.0% 0.0%
30.0% 14.4% 5.6% 0.0%
29.7% 17.7% 5.3% 0.4%
33.2% 17.8% 7.4% 1.0%
34.6% 20.1% 9.1% 0.0%
34.9% 18.5% 5.7% 0.0%
31.2% 19.3% 8.2% 0.5%
30.3% 16.7% 12.1% 1.5%

Source: Atradius Payment Practices Barometer — May 2016

SURVEY RESULTS

x
a
=z
w
a
a
<
-
<
o
=
)
=
<
=
(%2}

15



Eastern Europe: main reasons for payment delays by foreign B2B customers

g Goods
2 delivered
=< or services Formal
E Dispute provided Buyer using  insolvency
a over quality do not outstanding  of the buyer
= of goods correspond Inefficiencies debts / (example:
Insufficient delivered towhatwas  Complexity of of the Incorrect invoices as liquidation,  Invoice was
availability of ~ orservice  agreed inthe  the payment banking information aformof  receivership, senttowrong
funds provided contract procedure system on invoice financing bankruptcy) person Other
""""" - Eastern Europe 40.0% 15.3% 11.2% 23.8% 18.0% 13.9% 21.3% 13.9%

c
Py
E Western Europe 40.2% 17.4% 16.5% 28.0% 23.1% 15.8% 25.7% 12.5%
o)
a
E Poland 27.5% 9.9% 15.4% 26.4% 19.8% 20.9% 24.2% 17.6% 9.9% 0.0%
(%]

Czech Republic 24.2% 26.3% 11.1% 36.4% 15.2% 12.1% 31.3% 17.2% 16.2% 0.0%

Hungary 65.7% 8.6% 0.0% 12.9% 7.1% 5.7% 8.6% 1.4% 5.7% 2.9%
g Slovakia 54.7% 13.7% 8.4% 6.3% 3.2% 9.5% 26.3% 14.7% 10.5% 0.0%
5 Turkey 35.9% 15.6% 16.4% 31.3% 35.9% 18.0% 14.8% 14.8% 5.5% 0.0%
.
h
g Ind
g ndustry

Manufacturing 45.0% 21.2% 13.2% 21.7% 15.3% 13.2% 24.9% 12.7% 9.0% 0.5%

Wholesale trade

/ Retail trade / 43.0% 13.2% 9.7% 22.8% 20.2% 10.5% 19.3% 13.2% 8.8% 0.9%
Distribution
Services 32.8% 10.6% 10.0% 26.7% 19.4% 16.7% 18.9% 15.6% 10.6% 0.0%

Business size

Micro enterprise 40.5% 4.3% 5.2% 26.7% 12.1% 10.3% 19.8% 11.2% 6.9% 0.0%

SME (Small/

Medium 41.9% 16.2% 11.4% 22.4% 20.1% 1M1.7% 23.7% 15.9% 9.4% 0.3%

enterprise)

Large enterprise 28.8% 32.2% 22.0% 25.4% 18.6% 32.2% 11.9% 8.5% 15.3% 1.7%
Sample: all interviewed companies (active in domestic markets) Source: Atradius Payment Practices Barometer — May 2016
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Average DSO recorded in Eastern Europe

percentage average days

=z
o
Eastern Europe 51 26 57 g
>
o
)
Western Europe 51 29 48 @
Slovakia 62 26 39
Hungary n P
58] g
a
H o
Czech Republic 55 >
2
[T1-30 days Ms31-60 days 61 - 90 days M over 90 days x
a
=z
Sample: all interviewed companies Source: Atradius Payment Practices Barometer — May 2016 g
g
5
=
By industry / by business size -
Industry Business size
Manufacturing Wh%?:tillgé t'i?r:a” / Services Micro-enterprises SMEs Large enterprises
1t0 30 days 50.6% 49.2% 53.4% 55.2% 49.1% 47.8%
3110 60 days 26.4% 31.8% 22.1% 21.4% 28.4% 32.6%
61 to 90 days 12.1% 11.4% 8.8% 9.0% 12.9% 4.4%
Over 90 days 11.0% 7.6% 15.7% 14.4% 9.6% 15.2%
Sample: all interviewed companies Source: Atradius Payment Practices Barometer — May 2016

17

ATRADIUS PAYMENT PRACTICES BAROMETER - RESULTS MAY 2016



Eastern Europe: expected DSO trend over the next 12 months

percentage

(%)
c
2
m
S Eastern Europe 65.9 1 1.5
a
2 Western Europe 63.7

Poland 58.6

""""" o Czech Republic 66.5

S
> Hungary 72.8
a
c
a Slovakia 0.5 82.1

Turkey 6.3 50.5

[ | Significant increase Slight increase Mo change [ | Slight decrease [ | Significant decrease
Sample: all interviewed companies Source: Atradius Payment Practices Barometer — May 2016

9
>
o}
w
=
(@l
>
>
>
hel
o
m
=z
=)
>

By industry / by business size

Industry Business size
Manufacturing Wh%?:ﬁ:ebétﬁa” / Services Micro-enterprises SMEs Large enterprises
Significant increase 2.37% 2.65% 3.41% 3.67% 2.66% 0.00%
Slight increase 19.58% 19.91% 17.03% 16.14% 19.22% 27.63%
No change 67.36% 63.72% 65.94% 66.26% 67.28% 55.26%
Slight decrease 8.90% 11.50% 12.65% 11.98% 9.41% 17.11%
Significant decrease 1.78% 2.21% 0.97% 1.96% 1.43% 0.00%
Sample: all interviewed companies Source: Atradius Payment Practices Barometer — May 2016
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The greatest challenge to business profitability in 2016
for respondents in Eastern Europe

=z
o
percentage @
a
&
Eastern Europe E
(%2}
Western Europe
Turkey ECEEEEEERRAREN 1/ 10 el EEECEEE 12 B Re 000
(%)
] 5
Czech Republic 2
o
&
Hungary z
]
(%}
Poland
Slovakia
x
(=]
[ | Maintaining M cost L] Falling demand Efficiency in I Collection I Poor view of Collection of MM Bank M increase E
adequate containment for products and receivables of customer's outstanding lending in =
cash flow services management outstanding portfolio risk invoices in restrictions disputed =
invoices emerging invoices é
markets =
&

Sample: all interviewed companies (active in domestic and foreign markets) Source: Atradius Payment Practices Barometer — May 2016

By industry / by business size

Industry Business size
Manufacturing Wh(l))l?sst? ligétfgﬁa” / Services Micro-enterprises SMEs Large enterprises

i demank| for yoL predicts el 13.2% 19.4% 16.0% 19.4% 13.2% 13.4%
Cost containment 22.0% 12.2% 14.7% 18.8% 15.1% 14.6%
Maintaining adequate cash flow 20.4% 13.4% 18.0% 16.2% 19.0% 18.3%
Efficiency in receivables management 10.5% 9.7% 11.8% 10.7% 10.6% 13.4%
Collection of outstanding invoices 8.5% 12.2% 11.1% 10.5% 10.8% 8.5%
Collection of outstanding invoices in

emerging markets 6.3% 7.7% 8.1% 6.8% 8.0% 7.3%
Bank lending restrictions 6.6% 9.7% 5.8% 6.6% 7.3% 7.3%
Increase in disputed invoices 5.0% 6.1% 6.8% 5.9% 5.6% 9.8%
Poor view of customer's portfolio risk 7.4% 9.7% 7.7% 5.2% 10.6% 7.3%

Sample: all interviewed companies Source: Atradius Payment Practices Barometer — May 2016
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