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Local businesses who want to enter China and India markets must

strengthen credit risk management
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As China and India take the lead as growth leaders in Asia, Singaporean companies who want to
seize the opportunity to enter these markets need to strengthen their credit risk management,
directly or indirectly.

Christophe Souquet, General Manager of the Risk Business Unit at Coface Singapore, pointed out that
large enterprises need to be mindful of the fact that credit insurance is not a luxury.

“In 2009, major companies were conservative and only concerned about retaining their market
share and clients. However, in 2010, a year after the crisis, these companies have turned their
attention to Asia. As a result, Asian companies are giving out too much credit loans, and this
increases their risk,” he said.

Coface, which has a 60-year track record in global export credit risk, conducted a series of
Payment Surveys and found that 56% more companies in China are now offering longer credit
terms to customers, while businesses in India have increased their sales of open accounts by 10 to
30% in the past year. These riskier forms of credit expose businesses to a greater risk of payment
defaults, especially if the economic recovery slows down or stalls.

The survey also showed that businesses are still dealing with the aftermath of the economic crisis.
Extended payment defaults in China increased by 55% last year, and up to 95% of Indian
businesses have had customers who could not pay them.

In India, 80% of businesses are confident that payment defaults will ease by mid- to end-2010. A
similar picture is emerging in China, with over 50% sharing a similarly positive outlook.

Jean-Claude Speitel, Regional Managing Director of Coface, said, “A balanced start up and proper
risk management is the winning formula for businesses to make a profit in times of economic
growth.”

He also highlighted the two types of credit risk that Coface offers - economic and country risk.
Economic risk entails the risk of business consumers who might default on payments, and country
risk pertains to the risk of the company’s political climate and business environment.



