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By the International Credit Insurance & Surety Association

Foreword

A Guide to Trade Credit Insurance

Dear Reader,
While the Covid-19 pandemic still affects economies and individuals around the world, we learn how to
live our lives differently. At ICISA, we recently had our 78th Annual General Meeting, although this time
was a little different: attendees joining virtually from around the world. During this meeting, members
voted on a number of proposals, including re-electing Patrice Luscan and Kay Scholz as President and
Vice-President, respectively, for another term. You can read more about this below..
The pandemic and the lockdowns have affected countries on every continent, but economists are
already seeing signs of a significant rebound in some APAC countries and beyond. Rajiv Biswas, Chief
Economist at IHS Markit explains how Asia-Pacific leads the global Recovery from the Pandemic (Page
8). While the recovery phase of each country will start differently, we identified that there is a trend
among several industries to call for a worldwide cooperation and coordination in order to overcome the
crisis. ICISA’s Head of Public Affairs, Daniel de Búrca, wrote more about the importance of cooperation
and coordination on page 4.

This compact volume is a practical guide for anyone interested
in Trade Credit Insurance. The International Credit Insurance
& Surety Association (ICISA) presents an approachable
but detailed guide written collaboratively by carefully
selected industry experts. The guide describes the ‘lifeline’ of
the credit insurance product, from the initial application stage
to the expiration phase of the policy,
including practical use aspects for credit
A practical and accessible industry-wide reference on Trade
managers. The volume offers compact
information on the history of trade, the Credit Insurance, written by a team of industry experts.
need for protection against trade credit
risks, and solutions offered by credit insurance providers.
The focus is on short term credit, including whole turnover
policies and single risk policies.
Readership
Suitable for anyone interested in Trade Credit Insurance,
from credit managers to policymakers.

Finally, in this edition we would also like to share some of our members’ and partners’ announcements.
Key selling points
• Collaboration of a diverse group of experts from top
organizations around the world
• Written in an approachable style, accessible to the
non-specialist
• Includes extended glossary of key terminology
• ncludes a list of relevant resources for further reading

Enjoy reading,
ICISA Secretariat

Content
Foreword; Introduction; Disclaimer; 1.What is trade?;
2. What is trade credit insurance?; 3. Product types;
4. Risk types; 5. Typical set-up of a trade credit insurance
contract; 6. Premium, the price for cover; 7. Day-to-day
policy management; 8. Buyer risk underwriting in trade
credit insurance; 9. Debt collection; 10. Imminent loss and
indemnification; 11. Renewal, expiry, termination of a policy;
12. Single risk business; 13. The single risk insurance market:
Private and public players; 14. Reinsurance of Trade Credit
Insurance; Trade Credit Insurance resources; Glossary of
trade credit terminology

ICISA members re-elected their
President and Vice-President
At the 78th Annual General Meeting (June 2020), marking
its 92th anniversary, ICISA members re-elected Patrice
Luscan (Marketing & Innovation Director at Coface) as
President for 2020/2021 and Kay Scholz (Divisional Chief
Underwriter Officer Credit, Political Risks and Surety Bonds
at R+V Re) as Vice President for the same period.
The re-election of the President and Vice-President
for a third annual term comes due to the extraordinary
circumstances caused by the Covid-19 pandemic.
President for 2020/2021
Patrice Luscan
|
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Vice President for 2020/2021
Kay Scholz

About the Author(s) / Editor(s)
The International Credit Insurance & Surety Association
(ICISA) brings together the world’s leading companies
providing trade credit insurance and surety bonds. ICISA
promotes technical excellence, industry innovation and
product integrity, as well as addressing business challenges
generated by new legislation.

Where to order my copy?
To order a copy of the book ‘A Guide
to Trade Credit Insurance,’ please
visit www.amazon.com
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Cooperation and coordination
– the keys to overcoming crises
By Daniel de Búrca, ICISA’s Head of Public Affairs
Many of the challenges facing the world today require
a coordinated response from countries for these to be
adequately and appropriately addressed. This includes
climate change, energy transition, war and terrorism,
migration and displacement of people amongst many others.
Few if any of these issues are caused by, nor impact, only
one country alone. While their effect may be more pronounced
in some locations than others, coordination and cooperation
is ultimately required to address these issues properly and
reduce the threat they bring.
The same is necessarily true for the ongoing crisis related
to the Covid-19 pandemic. Different countries have been
impacted in different ways, but few have escaped unharmed
– either from a public health or economic perspective.

Governments have responded in similar ways to each other,
with lockdowns, social distancing, furloughing of workers
and other ways of preserving capital and economic activity.
However, the scale and pace of responses has varied
significantly from country to county. Moreover, this action has
often lacked cooperation and coordination with neighbouring
states despite the unavoidable interconnectedness countries
have with each other, particularly within trading blocs like the
EU.
From as early as March of this year, we at ICISA have been
calling specifically for close coordination of credit insurance
guarantee schemes instituted in a number of countries, but
particularly within the EU. In our public comment on early
discussions about such arrangements, we noted:

“Cross-border business is a cornerstone of the
internal market of the European Union and will
be essential to its successful recovery from this
crisis. Firms ranging from large multinational
firms to the micro-enterprises are engaged in
business between one or more member states.
As a result, it is essential that approaches to
support schemes within the European Union
are closely coordinated and harmonised to
avoid unnecessary and costly administrative
burden and the possibility of arbitrage which
differences in approaches across the EU may
lead to.”

Four months later, and the core argument remains the same.
Indeed, while the EU is a specific example, wider coordination
with trading partners outside of the EU is also important to
ensure clarity across markets.
Similar points have been made by those in other sectors also.
For example, in an op-ed in the Guardian on 28 May 2020,
Chairman of the Royal Bank of Scotland, Howard Davies
discussed the lack of coordination between countries on
temporary measures related to banking rules and the challenge
that authorities will face once the pandemic has passed: “The
priority should be to assess the changes…made during the
crisis and to address those that have skewed the playing field.
That will be a delicate exercise but it is essential if the global
financial architecture painfully rebuilt after the last crisis is to
be sustained.”

>>>
|
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>>>
Multilateralism and international cooperation have
long shaped the institutions and practices of trade
and international relations, particularly during crises.
However, it has been suggested recently that countries are
less frequently adopting joined-up approaches on key issues
and may be more interested in looking out for their own
interests. While this is unlikely to be the key driver behind
the decisions made by countries in response to the current
crisis (where immediacy is the most likely cause of divergent
approaches), it is important that coordination and cooperation
is ramped-up as we look towards economic recovery and the
lifting of restrictions.
In this regard, it is interesting to note the results of a recent
survey carried out by the European Council on Foreign
Relations which looked at European attitudes to international
cooperation during the Covid-19 pandemic (https://bit.
ly/2YLZfA9). While pluralities of respondents across member
states agreed that the EU has not lived up to its responsibility
|
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during the pandemic, or that it has been irrelevant, this does
not carry over into attitudes towards cooperation itself. In fact
the opposite is true, with significant majorities of respondents
saying that the pandemic has shown the need for greater
European cooperation – not less – and that there is a need
for the EU to develop a more joined-up response to global
challenges.
While it is unlikely many of the respondents were thinking
specifically about trade credit insurance support schemes,
the same principle applies to that level of response as to other
areas of the economy. Indeed, as volumes of both domestic
and international trade increase as economies begin to relax
restrictions, the coordination called for by ICISA in March is
still essential to ensuring that traders can operate in a more
certain environment – thereby supporting and strengthening
the recovery. Crucially, such coordination still remains possible
even at this stage, and could be even more valuable by helping
to avoid the unnecessary creation of cliff-edges as schemes
eventually unwind.

Cooperation within the sector itself is also more
important than ever so that best practice, important
knowledge and key lessons learned can be shared
across geographies. At ICISA, we have continued
to facilitate such discussions throughout the
pandemic and have been impressed with the level
of engagement seen across the sector despite the
difficult circumstances.
This level of cooperation will be invaluable as the industry
emerges out of the pandemic. The credit insurance sector
learned a number of valuable lessons after the 2008-2009
financial crisis on how best to avoid widespread withdrawal of
coverage during a sudden deep deterioration of credit risks.
This is why action was taken quickly to call for the kinds of
public support schemes mentioned above. However, in the
wider insurance sector a similar lesson is being learned today
about pandemic exclusions and the risks that emerge when
customers do not understand what they are protected against.

While such issues have been less prevalent in credit insurance
due to the nature of policies, the value of clear communication
with customers and understanding their needs and
expectations is always worth thinking about. Indeed, as
debates rumble on about cyber affirmative cover within the
industry, it’s clear that such lessons can be applied by firms in
wider areas than just those related to the pandemic.
Cooperation and coordination can help build consensus
around best practice, as well as identifying potential solutions.
This is particularly the case when we depend on others for our
success - and that applies to issues whether within industries
or between states.
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Covid-19: Asia-Pacific leads Global
Recovery from Pandemic
By Rajiv Biswas, APAC Chief Economist, IHS Markit

Summary
The Asia-Pacific (APAC) region has been badly hit by the
impact of the Covid-19 pandemic during H1 2020, with
lockdown measures and travel bans in many Asian economies
having triggered sharp contractions in GDP growth. The
pandemic and associated lockdowns have disrupted
industrial production and consumer spending in many Asian
economies, with the tourism industry in the Asia-Pacific having
collapsed since March 2020.
However, with the number of new Covid-19 cases slowing to
very low levels in many APAC economies during May, domestic
lockdown measures are being eased in a growing number
of nations. Recent Purchasing Manager Index indicators for
June 2020 have already rebounded significantly in mainland
China. The latest PMI indexes across the Asia-Pacific region
also signaling a significant rebound in domestic demand in
some other APAC economies, including Japan, Australia,
Malaysia and Thailand. Improving APAC economic growth
momentum is expected in H2 2020, as domestic demand
gradually recovers from lockdowns while export orders from
key markets in Europe and North America also improve.
By 2021, with the pandemic expected to be contained, a
stronger economic rebound in expected in the APAC region,
led by buoyant growth in China.

July 2020 | The ICISA INSIDER

As a result of the lockdown, China’s industrial production
halted for a protracted period of time, disrupting production
and shipments of industrial materials, intermediate goods and
finished products from the world’s largest manufacturing hub
for many weeks. Restrictions on the movement of workers
within China also created further delays to the process of
restarting factories once the lockdown was gradually lifted.
However as Chinese factories
ramped up output during April
and May, industrial production
recovered rapidly. By May,
industrial production was up 4.4
% year-on-year, while production
of high technology goods rose by
8.9% year-on-year. However new
export orders have contracted
sharply during Q2 2020 due to
the impact of lockdowns in key
markets, notably the US and
EU. With lockdowns in the US
and EU being lifted during May
and June, new export orders are
expected to gradually improve
during H2 2020.

While the recovery in China’s domestic
consumer demand has been relatively
gradual, with retail sales in March down
15.8% year-on-year, this had improved
significantly by May, with the decline in retail
sales narrowing to 2.8% y/y.
China’s vehicle sales rebounded during May, helped by a
strong surge in sales of commercial vehicles, which rose by
48% y/y, while passenger vehicle sales rose by 7% y/y. This
compared with a 42% y/y decline in vehicle sales during Q1
2020.
With China also having completed successful Stage 1 and 2
clinical trials for three different Covid-19 vaccines, this could
also help sustained recovery in domestic demand during H2
2020 and during 2021, if vaccines completed Stage 3 trials
and are able to be rolled out to a large proportion of China’s
population by late 2020 and early 2021. Consequently,
China’s GDP growth is expected to rebound in 2021, growing
by 7.8% y/y.

Caixin China General Manufacturing PMI
sa, > = improvement since previous month

China leads APAC economic recovery
As the Covid-19 pandemic escalated in China during the first
quarter of 2020, it created severe disruptions of industrial
production due to the strict lockdown imposed on industries
and households. The normal annual shutdown of China’s
industrial production during the Chinese New Year holiday
period which occurred in late January was followed by a
national lockdown that extended until mid-February.

|
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Source: Caixin, IHS Markit
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Japan’s Services Business Activity Rebounds
Japanese Prime Minister Shinzo Abe announced State of
Emergency measures on 7th April to combat the escalating
number of Covid-19 cases in Japan. These measures were
initially applied to certain prefectures, which were later
extended to the whole of Japan on 16th April. Due to Japan’s
success in containing new cases during May, the State of
Emergency ended on 25th May. Due to the protracted period
of weak consumer spending during the duration of the State
of Emergency, both domestic manufacturing new orders and
services sector activity were badly impacted.

Due to the State of Emergency measures, the
au Jibun Japan Services Business Activity
Purchasing Manager’s Index slumped to a
record low of 21.5 in April, but improved to
26.5 in May.

The lifting of the State of Emergency in May was a key positive
factor for domestic consumption expenditure, boosting
services activity levels. This resulted in the Flash Japan
Services Business Activity PMI rebounding strongly to 42.3
in June, albeit the index still remained below the 50.0 neutral
level, signaling some continued contraction in the services
sector.
Meanwhile, the global slump in economic activity during Q2
2020 has also hit Japanese new export orders. Provisional

au Jibun Bank Japan Composite Output PMI
PMI, sa, > 50 = imrpovement since previous month

export data from the Japanese Ministry of Finance show that
exports in May contracted by 28% y/y. This followed a 22%
y/y contraction in exports for the month of April.
Reflecting slumping exports, the Japanese manufacturing
sector remained weak, with the au Jibun Bank Japan
Manufacturing PMI at 41 in June, still below the neutral level of
50 and indicating continued contraction in the manufacturing
sector. The manufacturing sector has been hit by weak
global export orders, which has constrained any rebound in
manufacturing conditions. Japan’s industrial production fell
by 25.9% y/y in May and was down 8.4% month-on-month.
Japanese government survey data from companies points to
a significant rebound of 5.7% m/m in June and 9.2% m/m in
July.
Japan’s GDP contracted by an annualized 2.2 percent in
Q1 2020, the second consecutive quarter of GDP decline,
pushing the Japanese economy back into another recession.
Due to the State of Emergency conditions, Japanese GDP
is expected to contract again in Q2 2020, before gradually
recovering in H2 2020. In calendar 2020, Japanese GDP is
expected to return to positive annual economic growth of
around 1.8% y/y.

South Korean Domestic Demand Improves but
Exports Slump
South Korea’s success in containing the escalation in new
Covid-19 cases during March has allowed South Korean
domestic demand to improve during April and May, with the
number of new cases still remaining low during June. According
to data from the Ministry of Trade, Industry and Energy based
on surveys of major retailers, South Korea’s retail sales in May
rose 2.0 percent compared to the same period last year, with
online retail sales having jumped 13.5 percent y/y.

Join over
3600 other
industry
experts in
the ICISA
group on
LinkedIn.

However South Korea’s export sector has been hit hard by
the impact of lockdowns in key markets such as the US and
EU. Ministry of Trade, Industry and Energy data show that
South Korea’s exports in May saw a year-on-year decrease of
23.7 percent to USD 34.9 billion. Auto exports dropped 54%
percent to USD 1.8 billion, due to the falling global demand
in major markets, notably the United States and Europe. In
May, South Korean merchandise exports to the US fell by
29%, while exports to the EU were down 25% percent and
shipments to ASEAN fell 30%, impacted heavily by lockdown
measures in these markets.
Source: au Jibun Bank, IHS Markit

|
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Australian economy rebounds in June as
lockdown eased
Although Australia has managed to rapidly contain its
COVID-19 epidemic, the impact of lockdown measures and
travel bans is expected to push the economy into its first
recession in 29 years.
GDP growth in Q1 2020 already recorded a contraction of
0.3% quarter-on-quarter, with lockdown measures only
having impacted on the economy in late March. However,
with severe lockdown measures and travel bans in place
during much of Q2 2020, the economic contraction in the
second quarter will be much more severe. Nevertheless,
with COVID-19 restrictions starting to be gradually eased in
May and June, a gradual improvement in economic growth
momentum is expected in H2 2020.

Commonwealth Bank Flash Composite Output Index
sa, > 50 = growth since previous month

Southeast Asian Economies Hit by Lockdowns
The economic impact of the Covid-19 pandemic across
the ASEAN region has been mixed, with some nations such
as Vietnam having largely avoided any significant domestic
epidemic, while other nations such as Indonesia, Philippines
and Singapore have suffered more severe economic shocks.
Indonesia, which is the largest economy in ASEAN, is still
facing a high level of daily new Covid-19 cases, increasing
the uncertainty about how long and protracted the impact
of the domestic epidemic will be on the national economy. In
Singapore, the protracted lockdown is expected to result in a
severe contraction in Q2 GDP, plunging the economy into a
severe recession for 2020.
Vietnam has been very resilient to the economic shocks of
the pandemic, with the total number of domestic Covid-19
cases very low during H1 2020, at just 355 persons, with zero
deaths. Consequently domestic demand has been remained
firm, with retail sales down just 0.8% y/y in H1 2020. Industrial
production has also been robust, with manufacturing output
up 4.6% y/y in H1 2020, helped by a 9.8% y/y increase in
output of computer, electronic and optical products.
Malaysia and Thailand experienced a rising number of new
Covid-19 cases during March and early April, but were able
to control the number of new cases significantly during May,
allowing the easing of lockdown measures. Despite the
easing of lockdown measures, both nations are expected
to experience recessions in 2020, reflecting the slump in
consumption spending in recent months as well as the
decline in exports to key global markets. The collapse in
international tourism is also a significant negative factor for
both economies.

The latest Commonwealth Bank of Australia Flash Composite
Purchasing Managers Index for Australia showed a very
strong rebound from a level of 28.1 in May, signaling severe
contraction in the economy, to 52.6 in June, indicating
renewed moderate expansion. However with international
travel bans still impacting severely on some sectors of the
economy, notably tourism, international education and
commercial aviation, the pace of economic growth in 2021 is
expected to be moderate, at around 1.9%.

The latest IHS Markit PMI surveys for Malaysia
and Thailand show a rebound in economic
activity as domestic lockdown restrictions
have been gradually eased during Q2 2020.

>>>
|
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>>>
India Faces Recession due to Protracted
Lockdown
In India, a national lockdown began on 25th March and
has continued in various phases during June, albeit with
significant easing of restrictions since early May. This
protracted lockdown has resulted in the severe disruption
of industrial production and consumer spending, with GDP
growth forecast to contract sharply during Q2 2020, pushing
Indian GDP growth for the 2020-21 financial year into a
deep recession. However, unlike many other countries which
have eased lockdown measures, India has faced continued
escalation in the number of daily new Covid-19 cases during
June. Consequently the future path of lockdown measures
remains highly uncertain, particularly if new daily cases
continue to escalate.
As a result of the lockdown measures, Indian industrial
production was heavily disrupted during late March and
during April, although a limited restart of certain industries
has gradually occurred since 22nd April. Indian industrial
production fell by 55.5% y/y in April. Manufacturing output,
which accounts for 77.6% of the total industrial production
index, declined by 64.2% y/y in April.

Outlook
Due to the impact of the pandemic-related lockdown measures and international travel bans, the Asia-Pacific
region is expected to be in recession in 2020.

However, the significant moderation in the number of new Covid-19 cases in many
major economies in the APAC region in recent months has created the platform for
a gradual recovery of domestic demand during H2 2020.
A gradual recovery in other major economies during H2 2020, notably the US and EU, will also help to drive a
rebound in new export orders for the Asia-Pacific export sector.
China, the world’s second largest economy, is leading the world recovery, with economic activity rapidly returning
to more normal levels for both manufacturing and services. A key strength supporting China’s rapid economic
rebound is the large size of the domestic consumer market, which has helped to support improving new orders
in both the manufacturing and services sectors. Strong growth in China in 2021 is expected to boost the export
sectors of many other Asian economies, given the importance of China as a key market.
Overall, GDP growth momentum is expected to gradually improve in the APAC region during H2 2020, helped
by improving domestic demand and an upturn in new export orders from key global markets, notably the US
and EU. In 2021, renewed positive growth is forecast for the APAC region as the pandemic fades, with regional
growth momentum buoyed by a strong economic rebound in China.

The services sector has also been badly hit by the impact
of lockdown measures on retail trade and the collapse of
domestic travel and tourism.
The severe recessionary conditions in 2020 are also expected
to further drive up non-performing loans in the Indian banking
sector, adding further downside risks to the path of economic
recovery in 2021.

India Manufacturing PMI
sa, > 50 = imrpovement since previous month

Source: IHS Markit
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ANNOUNCEMENT

Coface finalises the acquisition of GIEK Kredittforsikring AS
ANNOUNCEMENT

Stecis: an update from the Chairman

Coface announces the closing
of the acquisition of GIEK
Kredittforsikring AS, a company
created in 2001, and owned by
the Norwegian Ministry of Trade, Industry and Fisheries, that
manages a short-term export credit insurance portfolio.

After having postponed the April courses because of the
outbreak of the Covid-19 virus and the lockdown that followed,
now we see that the world is changing to a new normal again.
That is why the Board of Stecis has decided to run the Trade
Credit Insurance and Surety Courses again end of September
and October 2020. By then is probably will be possible again
to run the courses, of course with all precautions that are
needed.

Coface has acquired all GIEK Kredittforsikring AS shares, and
the business will thus operate under the brand name Coface
GK.
In 2019, GIEK Kredittforsikring AS recorded a total of around
€9m (NOK99m) of gross written premiums with a portfolio
that is widely focussed on export policies.

Also Stecis is introducing a number of new courses: a one day
introduction course on Trade Credit Insurance (TCI) and a one
day introduction course on Surety. The target group for these
courses are starters in the industry and interested parties like
brokers, lawyers and re-insurers.

This transaction will have a non-material impact on Coface’s
solvency ratio. At this stage, Coface expects to book a
badwill* in its third quarter 2020 accounts, currently estimated
at a positive EUR 8 million.

The foundation and advanced courses are a perfect way to
educate starting and experienced staff members and offer
them a possibility to expand their network in the TCI and
Surety industry.

With this acquisition, Coface strengthens its market position
in the Nordic region. This transaction will allow to combine
the broad range of services offered by Coface and its vast
international network to enhance the support to Norwegian
exporters and contribute to the economic development of
the country.

Also there will be a new one day Masterclass in which a variety
of (hot) topics will be addressed. Topics like non-traditional TCI
products, single risk, the link between IFSR 9 and TCI, Digital
platforms and so on.

Coface GK Forsikring AS will be integrated into Coface
Northern Europe region under the leadership of regional CEO
Katarzyna Kompowska.

More information can be found on the Stecis’ website:
www.stecis.org
All courses will run at the Steigenberger Hotel at AmsterdamSchiphol.

Further information can be obtained by mailing
Rob Klouth, the Chairman of Stecis
rob.klouth@stecis.org
Rob Klouth
|
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*Badwill is based on preliminary estimates and could vary pending final analysis

“The acquisition of GIEK Kredittforsikring AS is the second external growth initiative of
Coface in less than 2 years. It strengthen our presence in this part of the world. The
current crisis reinforces the major role played by credit insurance in developing and
securing global trade, to the benefit of Coface GK clients.”
‒ Xavier Durand, CEO of Coface

>>>
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>>>
On the 1st May 2020, Christoph Bahrenburg took up the
appointment of General Manager within the Credit, Surety and
Political Risk Division of Hannover Re.
Christoph joined Hannover Re in October 2011 and has been a member
of the Division since that time. On his new role, Christoph’s underwriting
responsibilities will cover North America, Asia, Australia as well as
Northern, Central and Eastern Europe.

ANNOUNCEMENT

Hannover Re: Christoph Bahrenburg
appointed as General Manager
Christoph Bahrenburg

NOW AVAILABLE

Catalogue of Credit Insurance
Terminology
The new English edition of the
catalogue is available. It can
be downloaded from the ICISA
website at www.icisa.org
To order a hard copy, please send
an email to secretariat@icisa.org
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