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Credit Insurance

What you need to know




What is Credit Insurance?

Every business wants to be sure that it has
contingency plans in place (including insurance)
‘just in case’ the worst happens. The most obvious
things to protect are the assets that you can see
around you but for a business trading on credit,
possibly one of the worst things that can happen
is that their customer doesn't pay for the goods or
services that have been provided.

A late payment, or worse still no payment at all
can leave a significant dent in your cash-flow, and
put your business on the back foot, just when you
were expecting to thrive.

Credit Insurance can protect your business by
reducing the financial impact of a customer
failing to pay. Atradius, as a leading Credit
Insurer can offer you extensive knowledge of
the companies you trade with or want to trade
with, of the sectors that you operate in and the
economic trends that affect them.

Armed with this knowledge you will have the
security and confidence to trade and to expand.

Commercial Risk

This is the risk that your customer will be unable
to pay for the goods or services that you have
provided to them due to financial reasons such as
insolvency or protracted default (inability to pay
within an agreed timescale);

Political Risk

This is the risk that a customer will be unable to
pay for the goods or services provided to them
as a result of reasons outside of their control
such as war or currency shortages within in the
customer’s country.

Credit Insurance typically covers 90% (95% for
political risk) of the contract value, substantially
reducing a business’ exposure on their customer,
allowing greater scope for trade. Some insurers,
like Atradius, offer comprehensive political risk
as part of the standard policy.

Atradius will also support you to pursue the
customer for any failed payment.

Why do businesses use/need
Credit Insurance?

Credit Insurance at work
[N

‘ With packaging

supplied by Company A,
Manufacturer B provides
products to Wholesaler C.

—

Manufacturer B offers
Wholesaler C 30 days
payment terms.

Wholesaler C
Supplier A

» ‘
Wholesaler C has been a good customer, but

as economic uncertainty hits the industry,
its own customers have been hit as retail
/ sales slump.

Manufacturer B

With real time risk assessment, Atradius is

aware of Wholesaler C's growing problems. Several of its retail customers have closed and

uninsured, Wholesaler C starts to suffer from
increasing bad debts and now has cashflow
problems of its own.

They become uninsurable and, as a last
resort, Atradius alerts Manufacturer B that
cover is to be withdrawn.

Wholesaler C
goes bust,
leaving creditors
with little chance
of being paid
anything.

By acting in
Manufacturer B’s
best interests Atradius
helps to prevent a
‘domino effect’ of bad
debt which would have
hit the manufacturer’s
own suppliers and in
turn their suppliers.

Atradius agrees to cover a new
customer Manufacturer B has
found abroad, using its information
database to access the new

Manufacturer B claims on its Credit customer’s credit-worthiness.

Insurance policy with Atradius for
business carried out with Wholesaler C
up until cover was withdrawn.

By withdrawing cover, Atradius

helps to stabilise the flow of trade,
guiding Manufacturer B away from
unacceptable risk and helping them to
trade safely.

Atradius pays the claim, covering up
to 90% of the outstanding debt and
enabling the manufacturer to meet its
own commitments to Company A.

Atradius approaches Wholesaler C
to recover the money they owe
Manufacturer B.



Disclaimer

This publication 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 publication 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 publication 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 publication, or for any consequential, special or similar damages, even if
advised of the possibility of such damages.
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