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Global corporate insolvencies: after a black year in 2009,
Euler Hermes expects corporate insolvencies to stabilise at a high level in 2010

The world’s leading credit insurer Euler Hermes is forecasting a 33% rise in corporate
insolvencies worldwide in 2009. In 2008, half the global increase in insolvencies resulted
from financial restrictions whereas in 2009 the main factor has been the economic recession.

The two major factors underpinning corporate insolvencies are businesses’ economic situations and
profitability and their financing. It generally requires GDP growth of between 2% and 3% to halt the
rise in insolvencies.

“Since mid-2008 the difficulties arising from traditional factors linked to the economic cycle (decline in
business outlets) have been severely exacerbated by exceptional factors linked directly to the crisis
(such as financing difficulties)”, notes Karine Berger, Head of Economic Research at Euler Hermes.
“The economic downturn in 2008 accounted for only half the 26% rise in corporate insolvencies
worldwide. The other half was probably linked to the financial restrictions faced by companies in the
second half of the year. For 2009, we estimate that our global corporate insolvencies index, which
summarises the trend in business failures worldwide, will rise by 33%. This increase can be wholly
attributed to the slump in economic growth”.

2009: Global Insolvency Index rises further

The economic and financial crisis had already resulted in a sudden and dramatic increase in corporate
insolvencies in 2008 (revised data shows 26% rise). The global recession, which intensified and
spread to the majority of countries and sectors in the first few months of 2009, has been the most
severe since World War Il. It has been accompanied by an unprecedentedly rapid deterioration in
companies’ financial situations with the attendant payment difficulties, and accordingly by a leap in
corporate insolvencies.

Euler Hermes’ Global Insolvencies Index is expected to post a record rise for the second year running,
up 33% in 2009. Although insolvencies are on the increase in most countries, the index covers
contrasting situations from one country to another:

e Insolvencies have rocketed by more than 75% in Spain, Ireland, the Netherlands and the
Baltic countries;

e Insolvencies have soared by more than 35% in the United States and Northern and Eastern
Europe;

e They have also increased significantly in Sweden, the United Kingdom, Switzerland and
France;

e The acceleration has been limited in Japan and Germany;
e The noteworthy exceptions are Canada (-5%) and South Korea (-7%).

In terms of corporate insolvencies, 2009 is also set to be the worst in more than a decade for some
countries, such as Sweden and Finland (1996), the United Kingdom (1993), the United States and
Norway (1992); it is expected to be an all-time record for other countries such as France, Spain, the
Netherlands, Belgium; Switzerland, Austria, Finland, Ireland and Portugal.

2010: diverse trends but overall the index is expected to stabilise at a high level

“The economic recovery expected in 2010 will be slow and vulnerable as domestic demand in the
large industrialised countries will be weakened by rising unemployment and uncertainties relating to
household purchasing power”, explains Karine Berger. “Output is not expected to return to its pre-
crisis levels until 2011. As the direct result of this weak recovery, business insolvencies will remain at
high levels in 2010. Businesses will not manage to bring their profitability back to pre-crisis levels
before 2011, as the decline in turnover will continue to require significant adjustments”.
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For 2010, Euler Hermes is forecasting a further rise in insolvencies in Western Europe (+3%, after
+43% in 2009 and +30% in 2008). Business failures are expected to decline, although still remaining
at high levels, in the Americas (United States, Canada and Brazil) and in several Asian countries. The
global Insolvencies Index is therefore expected to remain at the same, high level as in 2009.

Methodology

The concept of corporate insolvency is different from one country to another, which makes
international comparison difficult. There are two main reasons for country differences. First of all,
official procedures do not have the same weight in all countries. Some countries, such as Spain and
Italy, where amicable settlement procedures predominate, record very low official corporate insolvency
figures that underestimate the real number of businesses in difficulties. Secondly, one-man
businesses are in some cases recorded as business insolvencies and in some cases — the United
States for example — as personal bankruptcies, making it difficult to separate business failures from
purely private insolvencies. This results in a significant underestimation of business insolvencies.
Moreover, the line between individual entrepreneurs and very small businesses varies substantially
from one country to another. For each country we have used a definition of a business that
corresponds as closely as possible to that used in the insolvency survey used to calculate an
insolvency rate. To overcome the heterogeneous nature of national statistics and circumstances, we
use the change in insolvencies over time rather than their absolute numbers. For each country, we
have calculated an insolvency index, using a basis of 1997=100. We have then constructed our Global
Insolvency Index (Gll), which is the weighted sum of the national indices. Each country is weighted
according to its share of total aggregate GDP (at current exchange rates) of the 33 countries included
in our survey, which represents more than 80% of world GDP at current exchange rates for 2008.
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Statistics by country

% of % of
World Global
GDP Insolvency 2008
*) Index (*) Insol-
vencies
Austria 0.7 0.9 6315 |
Belgium 0.9 1.1 8472
Brazil 2.7 3.3 2243
Canada 2.6 3.2 6164
China 7.5 9.1 4555
Czech Republic 0.4 0.5 1110
Denmark 0.6 0.7 3709
Estonia 0.0 0.0 429
Finland 0.5 0.6 2916
France 4.9 6.1 57 665
Germany 6.3 7.7 29291
Greece 0.6 0.8 563
Hong Kong 0.4 0.5 468
Hungary 0.3 0.3 11181
Ireland 0.5 0.6 773
Italy 4.0 4.9 7300
Japan 8.5 10.4 15646
Korea (South) 1.6 2.0 2735
Latvia 0.1 0.1 1226
Lithuania 0.1 0.1 928
Luxembourg 0.1 0.1 583
Netherlands 1.5 1.8 4 635
Norway 0.8 1.0 3637
Poland 0.9 11 430 |
Portugal 0.4 05 3344
Singapore 0.3 0.4 132
Slovak Republic 0.2 0.2 582
Spain 2.8 3.4 2528
Sweden 0.8 1.0 6298
Switzerland 0.8 1.0 4221
Taiwan 0.7 0.8 805
United Kingdom 4.6 5.7 29 994
United States 24.6 30.2 43 546
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2009 2010
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Sources : national figures, Euler Hermes
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Euler Hermes is the worldwide leader in credit insurance and one of the leaders in the areas of
bonding, guarantees and collections. With 6,200 employees in over 50 countries, Euler Hermes offers
a complete range of services for the management of B-to-B trade receivables and posted a
consolidated turnover of €2.2 billion in 2008.

Euler Hermes has developed a credit intelligence network that enables it to analyse the financial
stability of 40 million businesses across the globe. The group protects worldwide business
transactions totalling €800 billion.

Euler Hermes, subsidiary of Allianz (France) and a member of the Allianz group, is listed on Euronext
Paris. The group and its principal credit insurance subsidiaries are rated AA- by Standard & Poor’s.

www.eulerhermes.com
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Contact:
Press relations / Euler Hermes group
Raphaéle Hamel — +33 (0)1 40 70 81 33 — raphaele.hamel@eulerhermes.com

These assessments are, as always, subject to the disclaimer provided below.

Cautionary Note Regarding Forward-Looking Statements: Certain of the statements contained herein may be statements of future expectations
and other forward-looking statements that are based on management's current views and assumptions and involve known and unknown risks
and uncertainties that could cause actual results, performance or events to differ materially from those expressed or implied in such statements.
In addition to statements which are forward-looking by reason of context, the words ‘may, will, should, expects, plans, intends, anticipates,
believes, estimates, predicts, potential, or continue’ and similar expressions identify forward-looking statements. Actual results, performance or
events may differ materially from those in such statements due to, without limitation, (i) general economic conditions, including in particular
economic conditions in the Allianz SE's core business and core markets, (ii) performance of financial markets, including emerging markets, (iii)
the frequency and severity of insured loss events, (iv) mortality and morbidity levels and trends, (v) persistency levels, (vi) the extent of credit
defaults (vii) interest rate levels, (viii) currency exchange rates including the Euro-U.S. Dollar exchange rate, (ix) changing levels of competition,
(x) changes in laws and regulations, including monetary convergence and the European Monetary Union, (xi) changes in the policies of central
banks and/or foreign governments, (xii) the impact of acquisitions, including related integration issues, (xiii) reorganization measures and (xiv)
general competitive factors, in each case on a local, regional, national and/or global basis. Many of these factors may be more likely to occur, or
more pronounced, as a result of terrorist activities and their consequences. The matters discussed herein may also involve risks and
uncertainties described from time to time in Allianz SE’s filings with the U.S. Securities and Exchange Commission. The Group assumes no
obligation to update any forward-looking information contained herein.
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