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INTO



EXPORT BAROMETER:

HOW ARE DEALING
WITH THE

1,164 businesses have taken part in the
fiftth Export Barometer survey curried out by
Credendo und Trends-Tendunces

No less thun 24 sectors ure represented
umony the respondents

The hot topic in the 2020 barometer is
obviously the Covid-19 pandemic

Businesses remain on the whole fdirly
confident despite the crisis

However, the economic impact will
continue to be felt in 2021

Trénids &  CREDENDO

PROFILE OF BUSINESSES ACTIVE INTERNATIONALLY
As in previous yedadrs, hdlf of the businesses surveyed are active ih export mdarkets. Neighbouring countries (the Netherlands,
Germuany, France, the United Kingdom) are still by far the primary markets, cited by heuarly eight out of teh exporting
businesses. This is followed by honh-heighbouring EU hations (33%). the United States und Canada (17%), honh-EU Europeun
counhtries (16%) and Asia (16%). Asid is, however, cited as a promising export market by 35% of businesses. Unsurprisingly,
large-scule exports outside Europe relate much more to businesses that earn more than half their turhover from exports.
Asiu (32%) aund the United States und Cunhadu (31%) are the major markets for these businesses.
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ven before the second wauve of Covid-19 hit in the autumn, the World Bunk estimuted thut the planet wus experiencing its

deepest economic recession since the Second World Wur, Moreover, hever before in the period since relevant duta were
first collected in 1870 had un economic crisis hit so mMuny countries uround the world ut the sume time. It is ho surprise that the
Covid-19 pundemic hus tuken centre stuge umony the current issues covered by the traditionul Export Barometer carried out
by Credendo und Trends-Tendunces. Amony the businesses surveyed, close to four out of every five respondents reported
experiencing u heygutive impuct. One in two even mentioned u strongly hegutive impuct. By way of compurison, protectionism
und Brexit huve u hegutive impuct for 67% und 56% of respondents respectively.

Impact of the principal sources of uncertainty

Pundemic

Globul protectionist
meusures

Brexit

Reyionul conflicts

USA-Chinu trade wur

Climate chunye

B Neyutive ®Neutfrul o Positive

A SHOCK ON DEMAND ABOVE ALL

Since the beyinning of the pundemic, temporary closures of businesses und borders und trunsport-reluted problems have

been used to expluin the economic slowdown. The Export Burometer ulso shows that the primary impact is being felt on the
demaund side too, with reduced und cuncelled orders beiny cited us one of the muin obstucles by the businesses surveyed. This
illustrates yet aguin the severity of the economic shock, with consumption beiny driven down by confinement und u sharp rise
in unemployment, und mauny sectors uite simply ut a stundstill due to lockdown. The shutdown of customer-uttraction uctivities,
production und fuce-to-fuce interactions (cuteyory: others) is ulso cited by many businesses.

Impact of the Covid-19 pandemic

Loyisticul problems
border closures, efc.)
Delay in payment of 29 %
invoices by your customers
uctivities
Shutdown of your production - 10 %
Non-puyment of invoices 99,
by your customers ©
Others - 5%
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ONE BUSINESS IN TWO SIGNIFICANTLY AFFECTED

In detuil, we cun see thut ohe business in seven hus seen exports full by more than 50%, with close to hualf of the businesses
surveyed experiencing u drop in excess of 10%. Unfortunutely, this does not come us u surprise. The World Trude Orgunisution

is in fuct unticiputing u 9.2% full in the volume of globul tfrade in goods in 2020. Europe is expected to be very hard hit, with
predicted drop of 11.7% in exports, while Asiu will do better (-4.5%) thanks in purticulur to u more limited impuct of the pundemic
in Chinu, South Koreu und Jupun. Nonetheless, some businesses ure managing to play it right and have seen their exports ygrow
us u result of the pundemic, essentidlly in the food industry (exports up for 15.6% of businesses), energy (20%) und biotechnholoyy
(25%) sectors.

Extent of the impact of the pandemic on exports

20 %

Fall of less Full of Full of Full of Full of No impuct Increuse
than 5% 5% to 10% 10% to 25% 25% to 50% more thun 50%

NB: the total for the responses is 92%, with 7.6% of businesses surveyed hot yet in u position to estimate the impact of the pundemic
on their exports.

ACCELERATED VIRTUALISATION

To dedl with this crisis, businesses have udopted u range of different meusures to keep their export uctivities moving and

to stay uflout. Overull, uspects reluted to increused use of virtual systems und technoloyies ure the most commonly cited,
includinyg orgunising virtuul visits ut customer premises (53% of businesses), online sules (34%) und virtual working (20%), thus

ah uccumuluted totul of 107% (euch business wus uble to indicute severdl responses). Virtualisution therefore ranks uheud of
puring-down of corporute structures, cost savings (47%) und restructuring (29%), unhd uheud of recourse fo Government meusures
(26%). We should note at this juncture thut the authorities huve dlso implemented comprehensive meusures, which businesses
might hot have felt us uctive support, such us the agreement with the finunciul sector for a moratorium on louns, the freeze

onh bunkruptcies, und puyment deferrdls. The role of the Stute up to this point in mitigating the impact of the crisis is therefore
probubly more substuntial thun indicuted by the respondents. Over the first nine months of 2020, bunkruptcies thus remuined
relutively limited ut u figure of 5,505, 30% lower than during the sume period in 2019. Unfortunately, the end of certuin meusures
could result in a wave of liquidutions.

Measures implemented by businesses

“Virtual” visit to customer
fremises (conference cull)

53 %

Cost suvings

Use of online sules

Restfructuring

Recourse fo Government support
meusures (Morutorium on loun
repuyments, furloughs,
Government yuuruntees, efc.)

Recruifment freeze

Virtuul working

No meusures

Other meusures

Chunye of supplier
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THE (FIRST) LESSONS FROM THE CRISIS

Unsurprisingly, the first lesson to be leurned from the crisis, uccording to the businesses surveyed, is that they must
uccelerute the use of virtual und digitul systems and tools. They ulso waunt to diversify their suppliers aund customers,
and ure looking ut the yeoyruphicudl fit of their production uctivities. These lessons stem directly from the mujor
mucroeconhomic issues of supply chuin diversificution und production relocution. They are often summarised

by the phenomenon of deylobulisution, which does however musk the fact that this is essentially u reshaping of
internutional trade, rather a “reylobdlisution”. In general terms, increused virtudlisation and reglobulisation confirm
thut the pundemic hus ucted us u genuine trend uccelerator.

Lessons from the crisis

We nheed to uccelerute the
digitisution of our business

41 %

We heed to diversify
our customer buse

Nothing we did hot
dlreudy know

We heed to diversify
our suppliers

We heed to build up u
smaller stock

We heed to build up
bigyer stocks

No lessons

We need to move (some of)
our production ubroud

We need to reputriute
(some of) our production

WIDESPREAD FINANCING PROBLEMS

However, for many businesses, the principal short-term issue associated with the crisis is maunayging fo get through

it, which unfortunutely will hot be possible for dll respondents. Overdll, one in three businesses cluimed not to huve
been impucted. Conversely, muny huve experienced cush-flow issues, strugyled to obtuin a hew loun or deult with
an increuse in requests for financing or payment deferral from customers. It should be hoted that Credendo hus dlso
put in pluce programmes intfended to support businesses uctive internationally. On the one hand, the export credit
agency extended and strengthened its uctivities associated with direct financing und financial guarantees to banks.
Credendo hus ulso set up u reinsurance progrumme for private credit insurers uimed ut maintuining credit coverauge,
und munagyes this programme on behdalf of the Belgiun Government. The goul is clearly to avoid situations where
temporury difficulties have definitive consequences for businesses.

Impact of the crisis on financing needs

None 32 %

Cush-flow problems

Increuse in requests
for finunciny/
puyment deferrals

Difficulty in obtuining
new louns

| don’t know

Fewer export credits

Other
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LASTING IMPACT ON EXPORTS

Despite the various measures put in place, onhe of the key lessohs learned from our Export Barometer is that
businesses that ure uctive internationdlly are worried the impact will continue in 2021 and even beyond. Six out of
ten respondents thus fear that the pandemic will have an influence on their exports throughout 2021. Once uguin,
this generally confirms the WTO's forecusts, which anticipate growth of 7.2% in the volume of globdal frade in goods in
2021. This figure will not permit u return to the level recorded before the coronavirus crisis. It should be noted that 2019
had dlreudy been neyutive for intfernational frade, recording u 0.1% decline in globul volumes.

Impact of the pandemic on exports in the coming years

Affer 2022 - 14 %

BARRIERS TO EXPORT

Economic factors such us the pundemic uand trade disputes are far from being the only elements that affect
internutional trade. Businesses are dlso deuling with more systemic challenges that limit their exports. Amony the
burriers singled out by the businesses surveyed, administrative formalities were the most significant in 2020, und there
wus ulso u het increuse in the number of businesses citing unfuir competition from other countries und protectionist
meusures. This is ho greut surprise, given un international climute murked by a certain return to protectionism.
Administrative formualities (customs, various regulatory uspects, etc.) dlso form purt of what the WTO refers to as hon-
tariff barriers. According to FPS Economy, the humber of tfrade defence meusures (@nti-dumping, anti-subsidy and
safeguards) implemented by countries against EU Member States increased by 41% between 2010 and 2018. In terms
of good hews, we should note that production costs in Belgium seem to be less unfuvourauble than in previous yeurs,
uccentuuting the positive tfrend observed since 2016. This confirms the figures on competitiveness from Eurostut und
FPS Economy. Between 2008 und 2018, Belgium essentiully erused its competitive disudvauntuge in terms of wage cost
per unit produced compured to Germany und Frunce. Non-puyment risks (which we will come buack to later), foreign
exchunye risks, politicul risks and lack of knowledye of locul markets (with the possibility of obtuining information
through the internet) ure also having a much less significant effect on businesses.
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Production costs in Belgium

Too muny formualities (customers,
public udministration,
cerfificution, etc.)

Non-puyment risks

Difficulty in finding u
yood locul purther

Foreign exchunye risks

‘Unfuir’ competition
from other countries

Protectionist meusures

Politicul risks
(wur, revolution,
expropriution, etc.)

Too limited knowledye
of locul markets (culture, locul
customs, etc.)

Costs for identifying
customers foo high ubroud

Distunce und
loyisticul issues

Finunciny problems

Lack of lunguaye skills

Insufficient understunding of
legul implicutions

Feur of corruption

There ure no burriers

Unsuituble products

Sunctions

Principal barriers to export policy

27 %
36 %
36 %
41%
41 %
30%
25%
32%
1%
34%
23%
25%
24%
38 %
36 %
18 %
18 %
18 %
21%
28 %
12%
15%
17 %
21%
23%
18%
15%
14 %
20 %
25%
19%
15%
17%
20 %
22%
14%
15%
16%
19%
28%
1%
12%
14%
18%
8%
14% W 2020
13 % oo W 2019
17% W 2018
17 % W 2017
4% W 2016
10%
12%
16%
15%
8%
7%
1%
16%
7%
8%
6%
9%
2%
0%
9%
7%
10%
12%
13%
8%
6%
6%
1n%
1%
14%
16%
1%
9%
8%
4%
5%
5%
6%
6%
3%
2%
2%
3%
6%
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WEAK EXPECTED EXPORT GROWTH

The pundemic, Brexit, frade disputes und protectionism are muking the export outlook more gloomy. Neurly four out
of ten businesses ure not forecusting uny increuse in their exports over the hext three yedars, a proportion that has
doubled since 2017. We should hote, however, that businesses with nil or limited exports are More pessimistic (57.3% do
not predict any growth) than those that are more active in export markets. Amony the businesses surveyed that earn
between 25% and 100% of their turnover from exports, onhly one in five is banking on a zero increuse in sales abroud.
Close to one third are uiming for sighificaunt growth of 5% to 10% und one in five is even expecting growth of 10% to
25% in exports over the cominy three yeurs.

Expected growth in exports over the next three years

39 %
37 %
No increuse

<5%

5-10%

W 2020
W 2019
W 2018
W 2017
W 2016

10-25 %

25-50 %

3 %
> 50 % 3 %

3%
5%

PHARMACEUTICALS AND BIOTECHNOLOGY THE MOST PROMISING SECTORS
According o survey respondents, the sector with the best export prospects is pharmaceuticuls, which hus overtaken
biotechnoloygy (61%). The pundemic has cleurly further strengthened the outlook for these two sectors, which are
fraditionally very active in Belgium. In 2019, exports of drugs und vaccines from Belgium leapt to 49.8 billion, thus
representing an eighth of Belgium'’s totul exports. Chemiculs, construction and dredginyg, alonyg with the spuce
industry, were cited less frequently than in 2019, in contrast fo drinks, food, fransport und distribution. It is worth hoting
that if we focus oh the responses from businesses about their own sectors, pharmaceutical (89%) and chemical
compunies (80%) und manufacturers of machines and appliances (69%) are the most confident. Conversely, the
uutomobile sector (7%) und the textile industry (17%) huve doubts ubout their export potential.

Sectors with the greatest export potential

Pharmuceuticul
Biotechnoloyy

Chemicul

Construction und dredyging
Drinks

Food

Spuce industry

Machines und appliances
Trunsport und distribution
ICT

Fushion

Opticdl instruments
Metdllurgy

Textile industry

Telecoms

Automobile

Plustics

Mediu

Minerals
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DIGITAL PROMOTION

To exploit their export potential, businesses are increusingly turning fo digital tools. The primary tool for attracting
customers is thus o hew website, cited by close fo six out of ten businesses surveyed. This hus widened the gup with
intfernational frade fairs and exhibitions. While the latter huve been ubundoned during the pandemic, they ure still
important for more thun hulf of businesses that eurn at least 50% of their sales through exports. Covid-19 hus given
new impetus to e-direct muil und hus boosted sociul mediu (Fucebook, Twitter, etc.) us u tool for identifying und
attracting customers. This phenomenon is globul - Fucebook has seen its advertising revenues uccelerate with
growth of more than 16% in the first nine months of the yeuar, largely thanks to small and medium-sized enterprises, us
major advertisers like Unilever, Ford and Cocu-Cola have stopped udvertising oh social hetworks.

Website 56 %

34 %
International trade fuirs
and exhibitions

Active locul cunvussing 25%
32%
23%
19 %
Locul ugent 32 %
39%
38 %
34 %
22%
E-direct muiil 21%
30 %
34%
14% W 2020
12 % W2019
i isqi, o
Economic missions 16 % - W08
7% 2017
30% 2016
Sociul mediu 25 %
(such ws LinkedIn, Twitter, 23%
Fucebook, etc.) 26 %
22%
10%
13%
Advertising 10 %
16 %
19%
%
16%
None 9%
10%
10%
5 %
8 %
Locul press 3%
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WHICH PARTNERS DO BUSINESSES USE?

When usked ubout the parthers that helped them implement their export activities, more than 40% of businesses
suid they had none. The Bunk und the regional export agencies (FIT, Awex, hub.brussels) were then cited on un
almost eyudl footing by u quurter of businesses surveyed. However, we should hote thuat the order of the responses
is different for businesses that eurn ut least half their turnover through exports. In such cuses, the combination of
regiohul ugencies und banks is listed first, before "ho help”, which was the answer given by neuarly four out of ten
businesses. Conversely, the switch-over from Chambers of Commerce to trade federations wus apparent for all
cuteyories of businesses.

Export partner

No help in expunding our exports

Flunders Investment und
Trude (FIT)/Ayence Wullonne
4 |'Exportution et uux
Investissements (AWEX)
/Brussels Invest & Export (BIE)

Your bunk

Chumbers of Commerce

Trude federutions

Your credit insurer

The Agency for the

Foreign Trude

Other

UNPAID INVOICES THE NUMBER 1 RISK

Unpuid invoices ure by far the most widespread neyutive experience for export businesses. This affects more

than half of the businesses surveyed und, in fact, nearly two thirds of those that earn more than 25% of their sales
through exports. Unfortunately, it is likely that this frend will continue in 2021, which mukes good coverage even more
necessary. Amony the other risks, exchange rate variations were ranked second, und were mentioned especidlly by
businesses more dependent on exports (47%). On the positive side, wars, revolutions, bad wedther, efc., are less of un
issue. In geoyruphicul ferms, businesses exporting to heighbouring countries overdll experienced fewer unpleusunt
surprises ucross ull cuteygories.

Causes of damage sustained in export operations

Unpuid invoice 55 % KYA -
Exchunge rate variations 31 % 59 %
War, revolution, bud weduther, 19 % 72 % -
nuturdl disusters, efc.
Arbitrary contract termination 26 % 63 % -
Inubility to trunsfer money 15 % 75 %
Cybercrime 13 % 75 %
Expropriation (AR 85 % -

BYes HNo M|don’tknow
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PROTECTION AGAINST NON-PAYMENT RISKS

Amony the various tools enubling businesses to limit non-payment risks, 100% udvance puyment remains the most
widely used, with u response rute of 26.4% umony the businesses surveyed. However, this trend hus cleurly been
falling over the lust five years. Documentury credit is ulso in cleur decline since this barometer wus initiuted. Use of
bunk guarantees reduced sighificantly in 2020. Conversely, credit insurance has remuained steudy und is still o popular
choice (26%) for businesses with substuntial export activities (More than a quarter of turhover). The credit insurance
and reinsurance programmes mMahaged by Credendo have therefore made it possible in general to maintain
coveruge. It is worth hoting that more thun 25% of businesses tuke the chunhce on hot covering hon-puyment risk.

100% udvunce puyment
39 %
41 %

Documentury credit (L/C)

Bunk yuuruntee

W 2020
W 2019
W 2018
2017
2016

Credit insurunce

The business does hot
cover hon-puyment risks

| don’t know

BUSINESSES FAIRLY CONFIDENT

There dre muny possible explanations as fo why humerous businesses still do hot cover their non-payment risks. In
particular, there is the fuct that they remain overdll fuirly confident despite the paunhdemic. Onh a scule from 1to 10, the
average score for economic confidence is 5.6 in 2020, which does not indicate a clear deterioration compuared to
the meun for previous yeurs (between 5.7 and 6.3).
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As our unnhudl Export Barometer shows, the current pun-
demic is creuting u greut deul of uncertuinty for you us u
business owner. Your customers might be asking you to ex-
tfend puyment dutes, whereus you dre having to pay your
ownh suppliers edarlier or are experiencing cush flow prob-
lems. However, there dure some methods of overcoming purt
of this uncertainty, to ensure that invoices are paid, that they
ure puid on fime und that you cun meet your own puyment
obligations. A summary of these methods is given below.

You have probubly heard of the ‘ho
money, ho honey’ policy where cus-
tomers have to pay before an order
is prepured or production started.
However, in times like these thisis hot
always u straightforward  solution:
your customers may nhot have the
funds avdiluble to puy for goods at
the time of ordering or before deli-
very und business owners heed the
profit to give them the nhecessary
breathing spuce so that they cun
get through these uncertuin times.
But if you und your customer ure
prepured to meet each other half-
way, i.e. with partial pre-payments,
both puarties will benefit. Make sure
any drrangements are discussed
beforenand with customers und
ensure you have a written record of
your ugreements to avoid any Mmis-
understandings at a luter stuge.

A second - though less obvious
- way of overcoming puyment
uncertuinty is to look at the bigyger
picture. If your customer forms part
of u larger group, then its parent or
sister compauny might be dble to
provide the necessary puyment
guurantee. However, do yourhome-
work und check thut the reluted
compuny hus been less hurd hit
by the crisis und hus the hecessuary
funds davdiluble in cuse your cus-
fomeris unable to puay.

on
that company. This arrangement,
of course, requires hegotiation and
the parent or sister compauny must
be recorded in confruct docu-
ments, which requires some effort.
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https://www.credendo.com/needs/i-want-to-make-sure-my-customers-are-creditworthy

A third wuy of overcominy puyment
unhcertuinty is fuctoring, which is a
service offered by bunks und spe-
cidlist factoring compunies. Fuctor-
ing is u form of uccounts receivable
finuncing, whereby you assign your
invoices (or even your entire cus-
tomer bookkeepiny) and trunsfer
the credit risk fo a specialist com-
puny, i.e. the factoring compuny. In
exchange for u fee to the fuctoring
compuny, you immediately receive
uh advance pauyment of 80-90% of
dll submitted invoices. As soon us
the customer has puid the factor-
ing compuny, you usudlly receive
the remaining umount. The bigyest
udvuntuge for you is thut you don’t
have to wuait for your money und
don’t have to chuse uny invoices.
Fuctoring is purticularly suituble
for growiny compunies, becuuse
the amount of finuncing increuses
us their credit portfolio increuses.
Fuctoring implies that you ho longer
control your own invoices, which
might negdadtively uffect the relu-
tionship with your customer.

A fourth mechunism to ensure puy-
ment certainty is a Letter of Credit
(L/C) or documentury credit. This
is un irrevocuble puyment com-
mitment whereby customers take
out u loun with their bunk, which
in furn undertukes to puy the
supplier, provided thut the supplier
complies with the obligation to
submit a humber of predetermined
specific documents. The lendiny
bank pays the loun umount to
your bunk, which in turh pays you.
Your bank then recovers the
amount from the lending bunk.
The udvuntuge for you is that you
cunh rely on your owh bunk and
dare ho lohyer dependent on the
customer’s  willingness or ubility
to puy.

Last but not leust, credit insurance
cun be very helpful. Credit insur-
ance covers the risk of hon-pay-
ment of invoices by domestic und
foreign customers. Reusons for
non-puyment cun be: inability (for
instunce, bunkruptcy) or unwilling-
ness to puy, dlso known us com-
mercidl risk, or nonh-payment due o
problems beyond the control of the
foreigh buyer (for example, foreign
exchange shortage), dlso khown us
political risk. If your customer is unu-
ble to puy und credit insurance hus
been taken out prior to conclusion
of the contruct of sule, the insur-
ance compuny will pay. The latter
then hundles the claim and tries to
recover the money from your cus-
tomer. Onhe such insurance com-
puny is the Belyian public credit
insurer Credendo, which offers
both insurance and
per-frunsaction  insurance. The
amount of the premium depends
on the type of credit insurance, the
rating of the country of export und
the creditworthiness of your cus-
tomer.

Whatever cover you choose, it is important to check the situation in the relevant country as well as the polit-

ical and commercial risks. The higher the
mendation to take one of the above measures to combat non-payment.

, the more uncertain the situation and the stronger the recom-
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